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PREFACE 


This Jittle book has grown out of many a pleasant cliat on 
R)rcign Exchange with theorists^ practical exchangte; men, 
bankers, brokers, teachers, and students. The greater pa'tt of 
it has been read by the author to a small body of e-arnest men — 
not all of them young — in the City of London. Some portions 
have been read (by deputy) to the Incorporated Accountants' 
Students* Society, Victoria, Australia, and (by the author) 
to the Chartered Institute of Secretaries, London. Frhm 
time to time various problems arose and were discussed, and 
t])e result of these discussions will be found in this Primer 
on Foreign Exchange. There are at the present time a 
number of young people seized witli the desire to know 
something more about the foreign exchanges than a few 
stray articles are able to tell them ; for such tliis book is 
written* If it serve to point the way to a more extended 
path cl study in this important branch of tinance, its purpose 
will be more than achieved. 

Many friends have assisted the author with valuable 
criticism and advice, and Ids best thanks for this service 
are due If) Mr. E. Sykes, B.A'.T Mr. Sidney Humphries, B.A., 
LL.B. ; and Mr. E, J, Osborne, of Australia. 

• WILLIAM F. SPALDING, 

LonOon. 

8/A February, 1919. ^ 
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A PRIMER OF FOREIGN 
EXCHANGE 

CHAPTER I 

Which introduces Lhe reader to the study oi tiic Foreign Excli.inges; 
and shows the necessity for his reading, marking, learning, and 
inwardly digesting the subject. 

• 

I HAVE often wondered why it is that so few people in Great 
Britain take up the study of Foreign Exchange. Can it 
be that insular pr(;judice leads them to view with lofty 
indifference tlie ease with which the foreigner talks about the 
exchanges and the facility with which he deals in the money 
of other countries, or is it that we in this country have never 
given* sufficient heed to the provision of teachers, l)oth 
tlieoretical and practical, of the foreign exchanges ? The 
probability is that both reasons are correct. 

Of teachers theoretical there are not many; the practical 
teachers of the subject are fewer still, and, generally speaking, 
the practical men are not good exponents of their art ; but, 
as a dealer once said to the writer, there is a terrible lot of 
* bunkum ' about this foreign exchange bogey. We all hug 
ourselves and try to make other j>cople believe we arc inasteis 
of almost intricate and bewildering business, yet there is 
really not much in it. The subject only needs a little careful 
explaining to drive away all the mystery which wc operator^ 
attach to it."' Here is an illustration showing how helpless , 
some of us aie when we come to deal with tl#e money of 
another fCountry. 

A brother the other day sent home to^ hfs sister str^i^t 
from the battlefield in France, a twenty-franc note. Pr^ud 
in the knowledge of the he had learnt in France, he 

1 
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'*mL‘ntionf‘d that it was a small a*niount to {lely her to 
celebrate with due soleinritj^ her fete day. 

“ Whift is it Wurth ? '' she said to another brother, a yoi!ng 
bank clerk. 

‘"‘Goodness only knows/' said that youth. Let's look 
in the paper," 

After searcliing, he. found the Foreign Exchange fable 
w^hcie ‘he read: “ Paris — 27*15." After a lot of ai^umerit, 
he and his sister came to the conclusion that the ineaniug 
was 27 decimal 15 francs for one pound sterling. They w^ere 
about right, too, for the quotation simply meant that if a 
man in Paris had a ciieqne, say, on Barclay's Bank, for £\, 
lie fould possibly hud a broker or banker there who would 
hand over to him in exchange 27 francs 15 centimes. 

Having got thus far, however, our youthful friends were 
in a quandary: though but little knowledge of arithmetic was 
needed to arrive at the w'orth of their twenty-franc note. 
It ended in the brother agreeing to take the note to the City, 
Vr’heie he handed it o\'er to a foreign-looking clerk in one of 
the foreign exchange offices of a bank; and, note the aequei, 
this clerk simpiy scrawled a few figures on a piece of paper 
and called out Ms. 9(1., which amount he proceeded to count 
out, and the boy accepted tlic money without knowing, or, 
shall we be kind to him and say, without troubling to hud 
ont, wliether it was right or wrong. 

Now, no self-respecting youngster in the City of I.ondon 
ought to be in that position; it does not need much thinking 
about when 3 ^ou coin^ to look at it, perceive that, given 
the equivalent of one pound sterling in French currency, all 
our young friend had to do was to divide 20 by 27*15, which 
<'onld have given him the answer *7366 = 14s. 9d. 

Possibly one of the reasons for our failure to grasp 
this liusincs^ of money-clianging is our insularity: we are 
not in sucli dose touch with other European* countries as 
are natioi^s like* Holland, France, and Italy, who in places 
have, to use a colloquial expression, just to pop across 
the road to hrfd themselves in a land where the money 
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is very^ different fiom*their own currency. Owing to theif 
contiguity, we may safely assdine that the money of each 
country is constantly being found, or ev’eu tendet^*d in the 
other; consequently, from his earliest days, the foreigner gets 
into the habit of giving his brain the mental twist necessary 
to calculate the w^orth of a given amount of the money of 
^his 'own country on any particular day in another country. 
It may be said that when he starts business 'hp has 
quite plainly mastert'd at least the elements of exchange, 
and, with a little study, he can soon acquire swilicicnt 
knowledge to enable him to operate, if not in all the currencies 
of the world, at least in the majority of the European systems. 

An Ph'iglishman gets into tlie rut of dealing in pounds, 
shillings, and pence, and used rarely to get a chance of 
learning to compute the worth of one pound sterling on any 
particular day in any particular country. That was in the 
bad old days before the war; a new era is now opening, and 
there are signs that the young men of ’this country arc now 
keen to learn all there is to learn about foreign exchange, in 
order *to fit tlieiiisolves to meet the foreigner on his own ground. 
For such tliis book is written. 

Well, MOW, wliat is foreign exchange ? There are only 
two words, but they represent a good deal, and if the reader 
has followed the painstaking ellorts of the boy and girl in 
their endeavours to get a twenty-franc note cashed, lie will 
be able to understand that Poreign Excha.nge means the 
exchanging of the money of one country for the money of 
another country. Eyoii so, something more is required of 
us before we can be proud of our ability to operate in fori'igu 
exchange. We have not only to know Jiow to excliangc 
pounds, shillings, and pence for, say, francs and centime^, 
or how to sell lire and centesimi for British currency, but 
have also to find out the precise* moment to (lo it. , In a 
word, v/e liaVe to learn what to do, how to do it, and when 
to do it. Wc hava also to learn with whom iio do if; and how, 
first, to obtain the largest number of francs and centiincs if 
that is the unit with which we are dealing,* for each pound 
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tBterling we surrcndcT when buying; and, secondly, ^ how to 
surrender the smallest number of francs and centimes to each 
pound sterling we receive when selling. In other words, We 
should learn how to obtain the best of the bargain, no matter 
in what currency or in what country wc are dealing. 

So much for the practical work; but then there is the 
theory. So many persons say; “ Bother the theory, -give 
me the practical work;*' " An ounce of practice is worth a 
pound of theory,” and so on. Yet, with all due respect to 
these folk, it is submitted that, taken all in all, the man who 
has a thorough theoretical knowledge of what might be called 
the inner working of his subject, is pretty sure to become the 
better man when it comes to the practical work. He will 
not be blindly carrying oat operations without knowing the 
why and the wherefore; he will understand why a pound 
sterling is worth so many dollars and cents, or a Chinese tael 
worth so many shillings and pence, and with his grounding 
in theory, he may, and possibly will, avoid the pitfalls into 
which the man who has only practice to guide him is likely 
to fall. • 

Findly, let offers remember that foreign exchange is 
not one of those new-fangled subjects brought into being 
by tile war. Money-changers have existed from the earliest 
days of token currency, Mo.st students of the Bible know 
that every Israelite who reached the age of 20 was requited 
each year to pay a half-shekel into the sacred Treasury. 
Tlie offering was bound to be the Hebrew half-shekel; no 
other form or token ^^ould do, for an Israelite was forbidden 
to offer foreign currency to Jehovah. Persian, Greek,* and 
Roman money was then in circulation, consequently some 
provision had to be made for changing these into the half- 
shekel, so money-changers, the forefathers of our modern 
* foreign exchjinge dealers, (fhme into being. Foreign exchange 
brokers to-day make a charge for their serviced, so did the 
Hebrew mgn(?y-cjiangers. “The fee for the exchange wVs called 
coltybus, and the brbkcrs who made the exchange collybustes ” ' 

* Cf. Biblical Antiquities, Cusfot^s, etc. Rev. H. Evans, D.D., etc. 
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Banking itself is merely an extension of 'money-changing; 
it has, iti flct, developed from , money-lending and moncy- 
ch^inging, and as the earliest bank on record was a Babylonian 
house', kept by one Egibi, some 700 years b,c., the “business 
of foreign exchange is a pretty ancient one. 

The Greek iapezit<By or money-changers, and the “old 
Rom.an puUicani, are, of course, familiar to most classical 
^holars. They appear to have had some method of trans- 
ferring money from one country to another, for Cicer(5, the' 
celebrated Roman orator, remitted money from Cilicia to 
Rome through one of these firms of publicani. 



CHAPTER II 


Mainly dt‘scrip1ive of foreign exchange and the part played by the 
bill of exchange in foreign trade and foreign exchange. 

I HAVE stated elsewhere^ that foreign exchange is nothing 
more nor less tlian tlic business of buying and selling debts, 
a phrase whicli seems to have puzzled some people ii^tenscly' 
they toiild appreciate the collection of debts well enough, 
but why buy and stdl debts, and where does the principle of 
foreign exchar.gc come in, one was asked. Well, let us take 
a homely example. We will suppose Mrs. Angel is anxious 
to baleck herself in one of those wonderful creations to cover 
the ^lead for which Paris milliners are famems. The cost of 
this hat is, say /5, or, in French money, 125 francs (5 x 25, 
taking 25 francs to the pound for the sake of simjdicity). 
Now Madame Bcri, in rue Rivoli, Paris, will not send the 
good lady her hat unless she lias the money in advance. 
It is necessary, then, for the Englishwoman to find someone 
in London wlio lias got 125 francs due to him in Paris, that 
is, some person in Paris is indebted to some other person in 
London. Presuming this good fellow to have bc<^n found, 
Mrs. Angel pui chases from him the right he has to this sum 
of 125 francs in France. She purchases a debt, no matter 
for the moment what form the evidence of that deLt takes, 
and let it suffice to say that she sends it out to France to 
Madame Beri, who promptly sends the hat in exchange. 
The position is that the owner of this debt, this claim upon 
Paris, in London, wanfs his money in gdf'd old British pounds, 
shillings, and pence; francs and centimes are of no use to him 
l^ere, so he sells tliem to Mrs. Angel, who then passes them 
on to Madame Beri, and the latter we may assume gets 
► francs from whoever holdsihem in Paris. It was an exchange 
of British clirrency for French currency. In ®ther words, 
we have simply an exchange of debts; one membef of the 
coxjwiunit^ here w^s indebted to a tradesman in a foreign 
* Cf. Foreign Exchange and Foreign Bills, by W. F. Spalding, pp. 4-5. 

$ 
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coiTntry, and in order to jLvoid the risk and ex\>ensc of sending 
actual coin ici settlement of the debt, she bought out another 
person here to whom a like sum was owing by a member of 
the* community in the foreign country, bought up tlfis debt^ 
or the right to it, and then cancelled her indebtedness by 
assigning the foreign debt to her creditor. Multiply this 
little instance to take in the whole of the transaction's in 
iaternational trade, and you liave the case in a nutshell. 

It is (^lite apparent on the face of it that the question of 
trade underlies the whole business : the title to the 125 
francs was probably sent to London in tlie first plac(; ift pay- 
ment of some purchase made by a Freiiclnnan, and, as we 
saw, millinery was the other item. All we hav^e before us, 
then, is ;;.:i extended form of the old system of barter; although 
money -s the medium, or, so to speak, the connecting link, 
we have still an exchange of goods for goods. Mrs. Angel 
bought goods and became the debtor; the French people 
sold goods and became creditor. The debts cancel, and on 
examination we find that the basis of it all is trade— we liave 
traded goods for goods, but we have not gone to the useless 
expens^K of exchanging bullion. We have made use of money 
in the. form of credit to facilitate the exchange. Just imagine 
the waste of time, plus all the trouble, risk, and expense 
that would have been involved if each side had to settle 
its debts by sending actual coin ! Francs 125 in French 
money would have had to be sent across the Channel on 
the one hand, and five pounds sterling in Engl bi t gold sent 
to France on the other hand, and in each case the money 
would have had to wait in the country to which it had been 
shipped until some one wanted to buy this currency in 
settlement of debts, when the money would once more have 
had to cross the Channel. 

The basis of foreign exchange, it^is plain, is international 
trade; it mostly concerns the settlements mad® in inter- 
national trade, and we shall get a better idea of its working 
if we pause a moment to examine what take* place in hojnje 
or domestic trade. In ordinary retail transactions our 
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convenience is liiostly served by mgans of the token coins 
provided by the Government, but if we want tci iimke pur- 
chases from distant sellers m our own country we pay by 
means of a cheque, postal order, or something of that sort. 
These are all “ credit ” instruments. As a precaution against 
loss’, destruction, or theft, a person hands over his money 
to a banker, who then opens an account in his name. The 
banker is the debtor and the person depositing the money' 
the creditor, and if the latter wants to purchase, sa^, a pair 
of boots from Northampton, or lace from Nottingham, he 
trarisfdrs a part of this credit to the seller of the goods; to 
put it another way, he sends him a piece of paper, called a 
cheque, or to give it its legal definition, a bill of exchange, 
drajvn on a banker, payable on demand, and this clieque 
entitles the receiver, called the payee,” to a sum of money, ‘ 
the equivalent of the purchase in question. It is the same 
with the Postal Order ; you pay your money to the P<.)st- 
mastei “General or his accredited agent; he is thus your debtor 
and you are the creditor. What you have purchased is a credit 
instrument which entitles the man to whom you send it to the 
sum of money mentioned therein. The operation resol v(is 
itself into a transfer of credit from one person to another. 

Credit in trade is largely made up of promises, written 
promises to pay, and it does not matter whether it takes the 
form of a promise to pay to-day, to-morrow, or any far 
•distant date, or whetlier the promise is in the shape of a claim 
on a third party, e.g., as with the cheque on the banker, the 
Postal Order on the Postmaster-General; the principle is the 
same in all cases. This business of credit or the transferring 
of credit has been carried on for many ages. You will iTotice 
in the Bible that the good Samaritan gave the innkeeper 
■tw'o pence and a promise to repay whatever else he spent: that 
was a form of credit. ^ 

Take an<example from the inland trade of^the country. 
Imagine for the moment that you are a timber ngerchant. 
You sell a quantity of timber to a cabinet maker in Shoreditch 
for ^100. He does not want to pay the £100 until he has 
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niilde the furniture ancPsold it for cash to the young man 
wlio has clecided to join the noMe army of benedicts. Tiic 
prei:cdure will be for you to draw a bill of exchange* on the 
cabinet maker, 'this bill, by the way, will be drawn on a 
piece of paper bearing an impressed revenue stamp for Is., 
and will probably be in the following form — 

• Exchange for ^flOO London, 30th Noik, 1919. 


Stamp 

v- 


Three months after dale pay to rny order the sum 
of one hundred pounds — value received. 

Tom Jones. 

To Isaac Moses, Esq., 

Curtain Road, 

^ Shoreditch. 

The next step is to present this bill to tlie cabinet maker, 
and lie writers across it the words Accepted — j)ayaljlo at tJie 
London Joint City ^ Midland Bank, High Sti etT, Shoroditcli — 
Isaac Moses.'' Now tins bill is payable tltree months after the 
date it bears, that is, on the next Srd Marcli (30th Novcjnlx'r 
to 28th Fcbruaiy — 3 months, plus 3 days grace allowed for 
payment under English law). All you* have got then foi- 
the fiu'niture maker's debt to you is this piece, of paper — 
you do not want to keei) it for three months, you want your 
money, so what you do is to write on the back “ Pay to the 
order of Barclay's Bank- -Tom Jones " — presuming Barclay's 
to be your bankers, nren you go tT) your banker, and^hc, 
having funds fo invest, will be ready to buy the bill from 
you — less \ certain discount. You have sold a debt and 
the banker has bought it. This credit operMion is what \ye 
might term internal or domestic exchange, of Vhich foreign 

2— (!74l) • • 
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exchange is but an extension. Foil'ign cxchanp compiles 
exactly similar operations ; the only dilTerence is \hat you 
buy or, sell foreign debts instead of home or local debts* 

It is by means of this world-wide credit system that we 
are enabled to carry on our trade and commerce overseas; 
only in this case merchants, traders, and those who pay and 
are paid by means of a credit instrument, make use cd.what 
is cijlled a bill of exchange. The origin of bills of pxcliaiige 
is uncertain, and it cannot be said definitely by whom they 
were iirst invented or used. Pothicr was unable to find any 
trace of them among the Romans, but it is known that 
Cicero made use of something closely allied to the bill of 
exchange. One of his Roman friends had money due to 
him at Athens, and Cicero ordered this man to make it pay» 
able to his (Cicero’s) son at that place. The friend therefore 
wrote to his debtor in Athens ordering him to pay a certain 
sum of money to Cicero’s son. That order may not have 
had all the attributes of the present day bill of exchange, but 
at any rate it was evidence of indebtedness. Bills of exchange 
were at first used merely as evidence of debt, thouf^i to be 
sure we read ia some of the old romances of bills of exchange 
being given for property in bulk. Cervantes, in his great 
romance, makes that most lovable of all knight-errants, Don 
Quixote, give some such document to his trusty squire. ^ The 
bill runs — 

" Dear Niece, 

“ At sight of this, my first bill of ass-colts, give order, 
that three of the fivcJL left at home in your custody be delivered 
to Sancho Panza, my Squire ; which three colts I ordered to 
be delivered and paid for the like number received of him 
here in tale; and this, with his acquittance, shall be your 
discharge. Done in the heart of the Sable Mountain, tliis 
twenty-second of August, this present year.” 

It is the essence of the contract which the bill of exchange 
t'mbodies that it should be signed, ^nd Sanclfb, with a 

‘ Life and Exploits of the ingenious gentleman Don Quixote de la 
Mancha. Sands & Co.'s Illustrated Edition. Chap. XXV, p. 123. 
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caiininess unlooked for iasucha fellow, was insistent upon this 
piece of pap\jr being signed, but. Don Quixote was adamant 
ah<l would only give it his cypher. 

Bills of exchange, as we know tliera to-day, appear first 
to have been used by the Florentines in the twelfth century ; 
tlicy were also used by the Venetians in the thirteenth centilry, 
and from the Venetians they drifted to otlier parts of the 
0ontincnt, and, still later on, to Englaiid. In the first 
instance, bills of exchange were pieces of paper containing a 
record of one person's indebtedness to another. They were 
merely used to transfer trade debts from one place to another, 
and by that means avoid sending gold or silver ; in that respect 
they are closely allied witli the Inlls of exchange in use to-da3^ 
Jfor, except in the last resort, we utilize them to .save the ebst, 
labour, and expense of remitting the precious metals. 

Now, in order to satisfy legd requirements, a bill of exchange 
has to conform to certain principles, which apply, except in 
a few minor details, to bills of exchange in civilized countries 
the world over. According to English law, a bill of exchange 
is an unconditional order in writing, addressed by one person 
to another, signed by tho‘ person giving it (the “ drawer "), 
requiring the person to whom it is addressed (called the 
“ drawee ”), to pay on demand or at a fixed or determinable 
future time, a sum certain in money to or to the order of a 
specified person (known as the payee "), or to bearer. 

A cheque, as we have seen, is a bill of exchange drawn on 
a banker, payable on demand. Note the difference. A bill 
of exchange need not necessarily be drawn on a banker, in 
fact it is more often tlfan not drawn on a person otlier than 
a banlccr. Note, too, that phrase, a fixed or determinable 
future time " in the bill of exchange. There is no question, 
of futurity in the payment of a cheque, post-dating by 
impecunious cheque-book holders notwithstanding. Finally, 
unless the dra,wcc elects to pay it on the spot, or It is dfawn 
“ on demand " or “ at sight,” a bill of exchange requires 
be accepted, that is,* the writing by the drawee of the wopds 
” accepted,” the date, and in most cases, where payable, 
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-across the face of the bill. So much for the form of ^he 

• • 

instruments; let us see hdw they are made to •serve in 
this practice of foreign exchanges. 

We will suppose there are four dealers, two in London and 
two in Paris. Mr. Apricot in London has exported jam to 
Jules Contey in France, Dreyfus in France has sent wine 
to Boniface in London. Note it carefully, you hav<j got 
A and B domiciled in one place, C and D in another. A hefs 
sold ^goods to C, and D has sold goods to B, and what we 
have to do is to settle the debts and satisfy all parties with 
the modicum of trouble and the niininium of cxpensi^. With 
our lights, it will be evident that it is unnecessary for the 
Frenchman, Contey, to send a remittance to Apricot in London, 
and that Boniface in London should send money to Dreyfus^ 
in Paris; the business must be so arranged that one debt, 
or rather, the amount of one debt, can be utilized in payment 
of the other, in order that the double cost of sending metallic 
money may be avoided. Very well, then, if we assume for 
the sake of simplicity that the two debts are for equal amounts 
and time does not enter into the question, the operation 
will work out in the following way — * 

Apricot will draw a bill of exchange on Paris for, say, 
2,525 francs on Contey for the jam he supplied. He sells 
this bill, this evidence of Contcy's indebtedness, to Boniface 
for, say, £100 (taking £l = 25-25 francs, then 100 X 25 25 -- 
2,525 francs). Boniface in turn scuds it to Dreyfus in settle- 
ment of the wine the latter had e.xported to him; Dreyfus, on 
receipt of the bill, presents it to Contey, and the latter, like the 
good, honest cliap he is, pays up, anfl the two transactions 
arc closed to a point. Tme, it seems like tempting Providence 
,to get the reader to draw on his imagination in following out 
this hypothetical case of foreign exchange; nevcitlieless, it 
does show that if you hadptwo debts in two different countries, 
you toiild Settle them by means of this ubiquitous piece of 
p^por, without ^tlie intervention of a sin|^lc piece oi metallic 
money. Of course, wc have taken a good deal for granted 
in this exchange of debts: we have assumed, for example. 
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that both (Hits were payable at the same date, that both 
s];iipments were made about the sdrnc time, that all the parties 
knew each other, and were thus able to get into con+,act and 
to complete the dealing. We have done this, however, 
merely to give an indication of how the principle of foreign 
exchange arises, so the end justifies the means. But in 
praclnce four parties to such a transaction are hardly likely 
to knowtcach other, and their dealings will be carried cp by 
the aid of a middleman, who may be a banker, bill liroker, 
or exchange banker, or some other party. The middloman's 
services are useful and economical in that he saves tlie bother 
and expense of two ]>arties having to draw bills ; it is through 
his intermediary that it is found to be necessary only^for 
^)ne to draw and the other to remit. Goods, of course, are 
really capital, and it is this middleman who overcomes the 
dihiculties of coin^ersion, simply by means of the purchase 
and sale of bills of exchange, or, in otiicr words, by the 
purcliase and sale of foreign exchange. Actually what 
happens, only the happening may be obscured by various 
factors, is that the first parcel of goods is sold for bills of 
exchange and the second bought with these bills of exchange. 

What it is particularly d(isirable that the reader should 
note, too, is the striking part played by tlie bill of exchange 
in international commerce; just as countries like Great 
Britain and the United States have by their adoption of the 
cheque made for a tremendous economy in home and domestic 
trade, so have those countries in which the bill of excliange 
is most widely used really made use cif tlie greatest of all 
money saving media in their international trade. Also, it 
must never be forgotten that the bill of exchange is in ninety- 
nine cases out of a hundred the representative of goods, and* 
it does not matter whether the goods are sold or whether 
they merely form the medium for* the transfer of capital; 
the princijple, ‘as far as foreign exchange is concerned, is the 
same. Capital is often transferred direct fretn one country 
to another, but on othcjr occasions it may*be transferred In 
all sorts of roundabout ways. For example,’ Great Britain 
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wishes to send capital to Belgium*; she mighty d(^ this by 
shipping building materials' to Antwerp to the value of the 
sum sha wished to place at Belgium's disposal, but she mij^ht 
also effect the operation by transmitting bills of exchange 
di'ajiwn on Paris, and with these bills of exchange Belgium 
might ultimately purchase her building materials from 
Holland. Later on, Belgium might repay the capital advanced 
by ending Great Britain bills of exchange received from 
Germany in payment of a war indemnity. These bills we 
may assume to be payable in London, and were received by 
Germany in payment of goods she had shipped to the 
Argentine. The importers of German produce in South 
Ai^erica had paid Germany by means of bills on London, 
these Germany had transferred to Belgium, and Belgium iit 
turn transferred them to London in settlement of indebtedness, 
wliere ultimately the bills were paid. 

Two things arrive out of our preliminary investigations; 
that the basis of international indebtedness is foreign trade; 
secondly, that from this international indebtedness arises 
the problem of foreign exchange. Foreign exchange has been 
defined as the buying and selling in one country of debts due 
in another country, and that statement may be taken as 
approximately correct if we regard this dealing in foreign 
exchange in the same light as dealing in any other commodity. 
Debts arise in a multitude of ways, and international debts are 
no exception to the rule. They may arise between persons, 
they may be for goods sold, for services rendered, for ships 
taken over from on& nation by anotl^r in a foreign port, or 
for loans negotiated. They are all debts, and it will tend to 
simplicity if we can treat them as debts, since the purchase 
^‘and sale of foreign exchange is carried on in exactly the 
same way as if we were dealing in, say, tea and sugar. More- 
over^, oper^itions in foreijjn exchange are subject to precisely 
the same influences with which we have to 'grapple when 
dealing in any uther commodity. Sometpeople find difficulty 
iiT regarding foreign exchange as a commodity, because they 
say there is no tangible evidence of the commodity with 
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wllich they are expected to deal. The reply obviously is, 
that yorf h5ve material evidence to hand, in most cases in 
til* shape of the bill of exchange, which, besides being evidence 
of indebtedness, is your commodity in a tangible fdrm. It 
is a commodity which was brought into use as a substitute 
for gold, and it is only when demand exceeds the supply 
and •the price of our commodity rises beyond certain set 
fimits tljat resort is had to gold in settlement of international 
indebtedness. We speak of legal tender in home tradd, but 
in international trade there is no legal money, properly 
speaking. Gold coins and gold bars are accepted on certain 
fixed ratios based on their bullion content, and as such they 
pass and in actual fact arc accepted only as goods. Before 
• we get to that point, however, the equilibrium of the trade 
position of the country is disturbed. It is as true to-day as 
ever it was that exports pay for imports, and this fact has 
been brought home more strongly to us of late years, when 
we have seen the effect on the exchanges caused by the 
enormous amount of invisible import^., and exports [i.e., 
shipping, services, allowaiices' to soldiers and sailors, their 
allotments of pay to home dependents, and a hundred and 
one of the things which those who fail to look beneath the 
surface never perceive). The liquidation of all this inter- 
national trade, whether visible or invisible, is carried out by 
exchange dealings, and the visible token of the commodity 
is that which has been described as a wretched, crinkled, 
scrawled over, blotchy, frowsy piece of paper, but which 
we dignify by the name of a Bill of Exchange." 

Wjth all due deferdhee to the language of politicians, it is 
a wonderful thing this bill of exchange, particularly the bill 
of exchange on London, which, in so far as there may be sai^ 
to be any world currency, may be said to be the currency of 
all the world. It is in demand because it represents and 
gives the inalienable right to so much gold; but* it is better 
than gold, and is preferred to gold because by its use wt 
avoid the cost of transportation and the loss of interest 
incidental to gold shipments, added to whichit is transferable 
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with infinitely * greater rapidity than gold, with greater 
case, with greater* certainty, and last, but nof Imst, it is 
transmissible with inlinitely less risk of loss. The biH^, 6f 
exchange on London is the universal world currency, and it 
is the bill above all others which serves as the connecting 
link between traders, merchants, and financiers all over the 
world. It is this bill alone which the producers and harden ers 
of the shipping of all nations will accept as wholly satisfactory 
and sufficient. Thci e is nothing like it elsewhere, said an 
anonymous writer, and its present reputatiem dates from the 
gradu^\l adoption of the liberty of trade policy recommended 
by that great statesman and seaman, Raleigh. It is striking, 
is this role played hy the bill of exchange in international 
commerce, more striking still perhaps is the dojninant position, 
achieved by the London bill, and if we are to keex> oiir name 
in that connection always on the top, we must know and 
understand more tliorouglily in the future than we have in 
the past the little intricacies connected with this money 
substitute. 

We have got a pr(!tty good idea of what is the utility of 
the bill of exchange in foreign exchange. Let us now i^Yoceed 
to investigate some of the inner workings of this thorny 
subject, and endea\’oiir to see for oui-.seU'es wliat are the 
bases for the calculations so mysteriously hidden under the 
verbiage and market jargon of bankers, exchange dealers, 
and the like. 



Chapter hi • 

principal currencies with wliich the foreign exchange student 
has to deal — Cliain Rule — The Mint Par of hixchangc. • 

We have seen so nmiiy times that mantle of aloofness in 
which the Englishman delights to wi'ajj himself, but in 
foroign exchaugf! Ik’ lias got to cast it off; he has to come out 
mto the; open, to interest himself in the ways of tlie ainlntions 
{(jrcigner, ho lias to learn as much about the latter as lie 
can; his trade, his currency, the countries with wlych he 
deals, in fa('t he ought to aim at learning all there is to leani; 
then he may meet the foreigner on liis own ground, and, let 
us hopc^ fie all the bett(T friends with liim afterwards, even 
• if he is a competitor. It is no use imagining for one moment 
that all transactions will be carried out in our own beloved 
sterling; oven if the bill on London does hold triumphant 
sway throughout tlio world, it has time after time to be 
exchanged into other currencies, and unless we know some- 
thing of other currencies, we are likely, to use a Chinese 
expression, to get badly squeezed '' in the procc:ss, if 
nothing worse. 

As a jumping-off ground for the other countries, let us 
take tlie currency (;f our own land, about which we are 
supp)Osed to know all there is to be known. 

Our cnrrency standard is the Gold Standard, our unit of 
currency the sovereign, or as most foreigners and a few 
Englishmen call it, the pound sterling. It is curious what a 
hazy idea some people have as to tl^e precise meaning or 
signification of this pound sterling of ours. Blackstono says, 
“ the denomination or the value for which the coin is to jxiss 
current, is likewise in the breast of the King; and if any 
unusual pieces are coined that value must be ascertained 
by proclamation. In order to fix Hie value, the weight and 
the fineness of the metal are to be taken into ednsideration 
together.* When a given weight of gold or silver is of a giv/^n 
fineness it is then of the true standard, anil is called sterling. 
Of this sterling metal all the coin of the Kingdom must be 
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made by the Statute 25, Edward RI, cap. 15; so that the 
King's prerogative seemetlu not to extend to tlie debasing 
or enhancing the value of the coin below or above the sterling 
value; tlioiigli Sir Mathew Hale appears to be of another 
opinion." 

It is not stated what particular view Sir Mathew Hale 
held on the subject, but there is little doubt that the word 
" sterling " originally meant '' pure standard." As matter 
of fact, there were a good many base coins in circulation in 
Engla^;id during the thirteenth century, and an attempt to 
introduce a better state of affairs was made by availing (->f 
the services of certain German coiners, who were called to 
England to assist in minting the current coins. These men 
were known as “ Easterling," and they were noted for the* 
purity of the coins they were able to j)roduce. The coins 
minted with the assistance of these coiners were called 
" Sterling," and although the word seems to bear a different 
significance to-day, we may take it that this was the real 
origin of the word. Still, wc live in the present, and for 
present purposes we have to observe the curreucy as laid 
down by British law. The English Coinage Act of 1870 fixes 
the weight of gold contained in the English sovereign (or 
one pound sterling) as 123*27447 grains troy, but in foreign 
exchange the weight of a coin is nearly always given in its 
metric equivdent, that is in grammes. The metric weight 
^ of the sovereign is 7*98805 grammes, known as eleven-twelfths 
w'hich being interpreted means, that of the gold containeS 
in the sovereign eleven-twelfths of it is pure gold, while the 
remaining twclftli is made up of alloy.* Gold, it need l^ardly 
be stated, is legal tender up to any amount, silver up to 40s., 
•copper up to Is. We may take it for granted that all our 
readers kiiow that the abbreviations, £ s. d. are Latin and 
mean libra, solidi, and\ denarii, respectively. During the 
Grea\ Wai* there have also come into being Currency Notes 
fot one pound jind ten shillings. The i\ct authorising these 
is the Currency and Bank Notes Act, 1914 (4 & 5 Geo. 5, c. 14). 
Briefly, that Aet gave the British Treasury authority to issue 



A?IM£R of foreign exchange 


19 


cun'ency^ nytes for ox\6 pound and for, ten shillings, and. 
^^ccording to Sec. 1 (1) of the Act, the notes are current in 
United Kingdom in the same manner and to the same 
extent and as fully as sovereigns and half-sovereigns arc 
current. They are, therefore, full legal tender in the United 
Kingdom for the payment of any amount. They are repay- 
jiblc in gold, for, according to Sec. 3 of the Act, the holder of 
a currency note is entitled to obtain on demand, during 
office hours at the Bank of England, payment for the note at 
its face value in gold coin which is for the time beii^ legal 
tender in the United Kingdom. 

Neither cheques nor bills of exchange have this legal tender 
quality conferred upon them; they are merely signs and symbols 
• of the debts which they serve to transfer, and as such’ are 
hedged about by a variety of legislative enactments, not only 
in this country, but in almost every other country in which 
they are used as substitutes for gold. It remains to add 
that our present gold coinage dates from the year 1816. 

So much for the money of our own country. It will also be 
necessary to know tluj monetary units of a few other countries 
with which our principal dealings in foreign exchange take place. 

First we get a group comprising what is known as the 
Latin Union. Undcivtliis heading come five countries prac- 
tically aU puttie same currency basis. There is France, 
whose unit is the franc, which is equivalent to 100 centimes; 
Belgium with the franc equivalent also to 100 centimes, for 
its unit; Switzerland also has the franc currency— 1 franc 
equal to 100 centimes. The Italian iinit is called the lira, 
and *100 centesimi make 1 lira. Greece entered the Latin 
Union in 1867, but did not actually conform to its terms until 
1875. The unit is the drachma of lOOlepta. Germany is ad 
by herself with the mark, which is equal to 100 pfennig, Austria 
has the krone, of 100 heller. Russin calls her unit the rouble, 
which contains 100 kopecks. The word ** rouble " comes 
from the word “ Rublj," which means a piece cut off, and 
recalls the time when silver was in rods,* from which pieces 
according to the value of the exchange to effected were 
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, ciil off. Sir Charleys Addis, in a preface to a book on silvei*, ^ 
sa 3 '.s: The wciglit or value of each piece having thus been 
established for a single transaction, this led by a natural 
transition to recording the weight of each piece of silver 
by a stamp or punch on its ol:)verse or reverse, so as to 
make it available for any similar operation in future with- 
out the necessity of re-weighing it on every fresh occasion 
of exchange. The effect of the blow struck by the punch of 
stamp was to flatten the piece of metal into a round form, 
and to,this no doubt may be ascribed the circular form which 
our modern coinage has practically universally assumed.’' 
It is curious that the name of the Russian coin of all otliers 
should be the one to perpetuate these facts. Holland’s 
currency unit is the florin (or guilder), equal to 100 cents.- 
Formerly the florin was equal to 20 stuivers, 1 stiver (or 
stuiver) being equivalent to 5 cents. Then we get the Scan- 
dinavian Union, which includes Denmark, Sweden, aiid 
Norway. These three countries all have for their unit the 
1- krone piece and 100 ore go to make 1 krone. Spain is as 
easy to remember as the others, her currency being pesetas 
and centimos; 1 peseta is equal to 100 centimes. Portugal 
has the milreis for her unit, and 1,000 rels are worth 1 milreis. 
The curreric}^ of the United States of America is the dollar, 
equal to 100 cents. Canadian currency is also made up of 
dollars and cents. Argentina has tlic peso (frequently called 
the dollar), equal to 100 centavos; Brazil the milreis, equal to 
1,000 reis (the customary amounts spoken of are coni os of 
rcis: 1 conto = reis 1^,000, 000, generally written 1,000$000, 
Wiiich represents 1,000 milreis; 1 conto of milreis = 1.000,000- 
$000, and is usually termed “ 1 conto di contos '"); and Uru- 
guay the 1 peso subdivided into 100 centavos. Egyptian, cur- 
rency is rather complicated. The unit is really the piastre, 
and 100 piastres make l%Eg 3 q:)tian sequin or pound (E. £1), 
althotigh its actual w'orth is only 98*45 piastres,* which gives 
an^equivalent o^ about £1 Os. 6d. in British currency. The 
nominal wortli of « the British sovereign in Egypt is 97*50 
* Silver : Its History and Romance, B. White. 
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piastres. When we come to the countries of the East, 
wc find ^hein nearly all with ene form or another of the 
decimal coinage; Japan has the yen of 100 sen, Hong-Kong 
the dollar of 100 cents; Shanghai the tael of 100 cents, the 
Straits Settlements with the dollar of 100 aaits, and so 
on; but the student of foreign exchange, in its elementary 
stagi^s at least, will not need to worry much al)oiit Eastern 
Currciicips. India, of course, has the rupee, equal to 16 
annas. She also uses largely the British sovereign, and lately 
has commenced coining a gold rnolnir of the same weif^it and 
fineness as the sovereign. However, these are questions 
which do not concern us at this stage. 

It docs not follow that the student has to commit all the 
.monetary units to memory. By j>ractii:.e they will soon 
become impressed on his mind, and after a few days (d operat- 
ing, tlie money-clianger, for that is what dealers in foreign 
exchange are, will not be found asking for a quotation for 
lira when he wants francs, or for a rate for piastres when he 
means pesos. However, having these foreign equivalents put 
before us, and having registered a mental vow tliat we will 
have them off by heart to-morrow — that to-morrow which 
is always the battle-cry of fools — we may proceed a step 
further on our journey and endeavour to find out hc>w it is 
that we are called upon to pay more one time for the means 
of settling a foreign debt, and receive less at other times for 
the foreign debt which is owing to us. 

As we shall see presently, demand and supply operate in 
exactly the same way in regulating tlje price paid for and 
received for foreign det)ts as they do in regulating the quota- 
tions for other commodities. In fact, the fundamental and 
actual basis of the price of all other commodities (alwayst 
supposing there is no controller fixing prices, or no exchange 
committee to bolster up excliange i^ificia'ly) is the ratio of 
supply and demand. That part may be easily und(!rstandalde 
or easily •teachable. ^ Your novice, after a l^itle study, will 
quite well comprehend when the price of a bill of exchange 
is higher and when it is lower, when it rises or wlien it falls, 
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.when exchange is at a premium and when at a discount, as 
the market may elect to call it. Perhaps he will also com- 
prehend that when demand exceeds supply, rates will increase 
to their utmost limit, and wdieii supplies increase these same 
rates will fall, but being of an enquiring turn of mind, he may 
be pardoned for wanting to know the starting-point for our 
calculations. You may reply, in answer to an enquiry, ^hat 
if he wants to pay a debt in Paris and the terms of settlement 
are bills of exchange payable tliree months after date, the 
price of tlie three months bill the foreign exchange dealer 
w'ill sell him is based on tlic Paris cheque rate. That answer 
will not satisfy our present day student. “ Wiiy ? he will 
demand, in that tone wnth wdiich poor baffled paterfamilias 
from Adam onward are so familiar. ** Why do you take the 
cheque rate, and how is the cheque rate calculated, or w^hat 
is the basis on which it is calculated ? Well, the fond 
father rarely, if ever, succeeds in satisfying childish curiosity, 
but we have, as it happens, in foreign exchange sulficient 
data to satisfy the most persistent enquirer, and curiously 
enough there is the paternal twang about it, too. We refer 
to what is known as the J^Iint Par, or, to give it its fuii title, 
the Mint Par of Exchange. 

In the days before the Great War, those who knew little 
and affected to care less about foreign exchange, were wont 
to exclaim: '• What's the use of worrying about such things 
as the par of exchange; we know that £1 is worth 25 francs, 
or 5 American dollars, or 12 Dutch florins, that’s near enough." 
These people have ncjL^dcd the war to awaken them, for even 
before August, 1914, things were, so fo say, not what they 
seemed. True, foreign exchange was so little taught' that 
.few outside and a good many inside banking circles might be 
pardoned for not knowing that in reality £l was worth 
approximately 25 franco 22J centimes, 4 dollars 86 cents, 
12 florins 10 cents. Therefore, at the outset, such differences, 
aipounting to from 1 to 2 per cent., must have led to a good 
deal of inaccuracy, in accounts, to say the least of it. 

" Par," diverted of all the meanings lexicogi*aphers have 
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at/ached to it, is a simple Latin word meaning “ equal." 
Your Eri^lisJi dictionary will probably tell you that it means 
a* ‘Estate of equality," “ a norm," the latter term itself meaning 
an “authoritative standard." Some of the French ‘diction- 
aries render the meaning (tlie word is “ pair " in French), as: 
" Lgalit6 de change entre deux pays " — ecpiality of exchange 
between two countries, which is reading much jnore into the 
tvord th^n the original Latin was ever inteiided to convey. 
However, from an exhaustive analysis of the meaning of the 
word PAR we commence to get an insight into its connection 
witli toreign exchange. Taking the dictionary meaning, 
exchange would be in a state of equality when the debts 
between any two countries or centres were, on a given date 
^exactly equal, or, to put it another way, when the del)ts due 
from country A to country B are compensated I)y those due 
from country B to country A. To be in that ideal state, 
neitlior of them would liavc imported from the other com- 
modities to a greater value than it exported to the other — 
the debits and credits of each must compensate one another. 
To reach this equality of indebtedness, it is very evident 
that, not only must impoits and exports exactly balance, but 
the debts would have to be in identical currency, payable at 
the same time; there, could be no expenses for, say, stamp 
duty on bills of exchange, postage, or anytihng of that sort, 
and the supply of and demand for bills of exchange would 
themselves have to be brought to the exact point of equi- 
librium. Needless to say, that is a state of affairs which rarely 
if ever exists, and so purely theoretical^ is it, that economists 
unite^ in terming it tlfe " Ideal " or “ Hypothetical " par of 
exchange. It is hypothetical because there is, as Adam 
Smith pointed out, no certain criterion by which we could, 
determine when the trade of any two countries balances, and 
as it is practically impossible at any precise moment to say 
exactly what^he balance of trade between any twt) couiltries 
is, we ard hardly in a position to place our finger on the pul^^e 
of exchange and say definitely that it is in, this ideal state of 
equality; but as exchange, theoretically, is always tending 



24 


PRIMER OF FOREIGN EXCHANGE 


, to the equation of. the value of the gold in the coin of cine 
country stated in terms of ^hat of the otlier, gold 'tountries 
have taken as a basis or starting-point, the Mint Par<«of 
Exchange, and this,wliich we may call the real par of exchange, 
would be in existence between any two countries, when, by 
paying a certain amount of the gold money, or its acknow- 
ledged equivalent, in one country, you can purchase, the 
right to receive an ecjual amount of the same precious metai 
in the other country, the amount which you receive or pay 
being fal ciliated according to the Mint Laws of the respective 
countries. When you pay or surrender more of your gold 
coins than fixed b}* the Mint Par for the bill of exchange to 
settle your foreign debt, you arc supposed to be paying a 
premium, or in other words, exchange is against you or the 
country in which \'ou are operating; when you surrender 
less of your currency units for the bill of exchange, exchange 
is said to be at a discount, tlieit is, you get the premium 
instead of paying it; exchange is thus in your favour and 
against the other country. In the one case the rate is above 
tlie. Mint Par of Exchange, in the other it is below the Mint 
Par of Exchange, 

Now let us see how we arrive at this Mint Par of Exxhangc. 

The first thing that is necessary is that tlic two countries 
between which we wish to ascertain the mint par must be 
adherents to the same currency .standard. You cannot, 
therefore, have a mint par between one country on a gold 
standard and the other on a silver standai'd. Remember the 
I rule, then, that to establish a mint par of exchange between 
? any two countries it is essential that bflth must use the same 
I metal for tlnnr full legal tender coin. Further, one must 
always bear in mind that the calculation is based on the 
I respective Mint or ("oiiiagc Laws fixed in each country. We 
will take America as om; first example, since the exchange 
betwben Nfew York and London has been of such enormous 
iiT^portance durpig the wai'. 

The English Coinage Act of 1870, as we have seen, lays 
down that the » sovereign must weigh 123-27447 grains troy 



FBIMER OF FOREIGN EXCHANGE 


25 


of -gold, eleven-twelfths fine. The United States currency 
unit is tlfe dollar, but for the purpose of ascertaining the 
m*i 4 t par they take the golden eagle, which, according to the 
U.S.A. Law is ordained to weigli 258 grains of gold, nine- 
tenths line, so that the eagle really contains fine gold to the 
extent of 232*2 grains (258 X 9/10). Given these particulars, 
we h^Lve to arrive at the exact amount of gold dollars which 
will equal one British sovereign. Now how shall we work 
this out ? The best way to do it is by Chain Rule, a mechan- 
ical method of arithmetic not much liked by mathematicians, 
but very useful all the same in exchange calculations. * 

The first thing that is required in Chain Rule is to be clear 
in your mind what it is you want to know. Having made 
yp your mind you then start by stating your question; that 
is to say, you ask yourself the information yoti require, 
place it down in a left-hand column, and the fixed quantity 
about which you ask the question is put on the right. Then 
you carry over to the left the same heading of information 
as you already have on the right, and from it continue 
your chain of facts, until you arrive on the right with 
the saAie heading of information as that enquired about 
in your interrogation. Your chain now being complete, 
all you have to do is to multiply the figures of each 
column together, and divide the total of the left into 
the total of the right, the result is the answer to your 
enquiry. ^ Just to get a humorous illustration of the 
working of this rule, the reader might take the familiar 
catch question, to which we have heard dozens of different 
answers given: If h^ns lay 1| eggs in days, how many 
eggs will 6 hens lay in 6 days. Chain Rule gives you a 
short cut to this brain twister. 

? Eggs laid by 6 hens in 6 days 

If IJ hens in 


days lay -ji;; _ 
6 X H 

■ n X n 


U eggs 


= 24 eggs. 


^ C£. Chain Rule, by H. Mackenzie. 


3 — ( 1741 ) 
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A word of warning must be given in regard to the applica- 
tion of Chain Rule : the gi'.eatest care must be ’taken to see 
that each heading in the left-hand column is of the s?.me 
denomination as the preceding heading on the right. If, for 
example, you have pence in your right-hand column, you 
must start the next interrogation with pence in the left-hand 
column. Finally, if your first question starts with pence, 
tliat is on the left-hand column, then you end with pence at 
the Completion of the chain in your right-hand column. 

Having wandered aside to discuss Chain Rule, let us return 
to our contemplation of the. mint par between England and 
the U.S.A., and endeavour to apply the rule in working out 
exchange. Remembering what has been said about the 
bullion equivalents laid down by the respective coinage laws 
of the two countries, what wc want to find out is the exact 
number of gold dollars equal to one sovereign, so wc ask 
ourselves — 


How many dollars = £l 

If £1 — 123*274 grains Standard gold 

If Standard gold 12 grains 1 1 grains fine gold 
If 232-2 grains fine gold - 10 IJ.S. gold dollars ? 


To get the required result we have vsimply to multiply tlie 
figures of our left-hand column together, and then divide 
the total into the multiplication of the figures of the right- 
hand column, and the answer will be the Mint Par of Exchange 
required. We get as the result of our chain — 


1 X 123-274 X 11 X 10* 
fx 12 X 232-2 


4-^65 dollars. 


4*8665 dollars is thus the number of dollars and cents which go 
to pne pgund sterling,^ and that is the invariable par of 
exchange between America and England which must exist as 
Ibng as the goM equivalents called for by the respective mint 
laws remain as af present fixed. Some exchange books prefer 
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to put the ecj^iiivalents the other way round, and quote the 
mint par ih pence (i.e., 49-5/16d. $1), but that, after all, 

is *sknply the pence in £l divided by the mint par itself, 


240 

4*8665 


49-5/16d. 


The Mint Par of Exchange between England and France can 
be similarly calculated. The French law says that, 155 
twenty-franc gold pieces, weighing 1 kilogramme of gold, 
900 fine, shall be coined into 3,100 francs (155 X 20). By 
Chain Rule we get— 


? Francs ~ £1 

If £l 7*98805 grammes Standard 

gold 

If standard gold 12 grammes-- 11 grammes fine gold 
and flue gold 900 ~ - 3,100 francs. 


1 X 7*98805 X 11 X 3,100 
i X 12 X 900 


25*22152 francs. 


Francs 25*22152 is thus taken as the exact equivalent of 
one British sovereign, but, as the reader will have perceived, 
no account is here taken of light or worn coins, though, of 
course, in actual practice such coins would either be refused 
altogether or an allowance claimed for the loss of weight. 
In any case our little calculation shows that one pound 
sterling is worth nearly 1 per cent, more than he who calls 
the equivalent 25 francs was aw'are, and the instance goes 
to impress upon one the need for exactness in equivalents 
when dealing in foreign exchange. One more example i»ay 
be given tft illustrate this. Let us take Holland. The gold 
coin for the purpose* of exchange is the ^ten-florin piece, 
which weighs 6*720 grammes, 900 fine, .it therefore 
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contains 6-048 grammes fine gold. The following is’' the 
calculation — 


? Florins = £1 

If £1 = 7-98805 grammes Standard 

gold 

If Standard gold 12 grammes =:= 1 1 grammes fine gold 
If 6-048 grammes fine gold “ 10 florins. ■>- 


7-98805 X 11 X 10 
12 X 6 ‘048 " 


Florins 12-107 


which is the mint par between England and The Netherlands. 

For the purpose of reference, we may draw tliis chapter 
to a fitting conclusion by giving the Mint Pars of Exchange 
between Great Britain and several of the more important 
exchange centres. 


Mint 


Mint Par of Exchange between England and France , s. 25-22152 

$ 4-8665 

The Latin 
Monetary 
Union 

1 Fcs.25-2215 
, Pesetas 25-2215 

The Scandi- 
I navian Mone- 
tary Union 
Kroner 

18*15982 

Mint Par of Exchange between England and The Netherlands } FI. 

• ^ 5 12107 

,, „ ,, „ Germany Marled 20-43 

„ . ,, Austria Kronen 24-02, 


Par of Exchange between England and France , 

„ „ U.S.A. . 

,, „ England and France 

Belgium 

Italy 

Switzerland 

Par of Exchange between England and Spain 

„ „ „ „ Denmark 

i, >. t. ,, Sweden 

I. „ ft ,, Norway 



CHAPTER IV 


The mint par of exchange and the gold point — Faith, Hope and Charity 
• in an exchange transaction with Pe.'u:e. 

* 

* 

Having now got comfortably ensconced at the back of onr 
minds what the Mint Par of Exchange really is, wet can 
very well see how it is applied iji practice. Let us suppose 
that the imports and exports between England and Holland 
exactly balance, that the debts and credits were in that 
much-talked-of state of equality in which the one nation 
had not more to pay than the other had to receive, and that 
on that particular red-letter day Mrs. Faith in London had 
to pay Mrs. Hope in Amsterdam one hundred pounds sterling 
for Dutch clogs, which the former had instructed Mrs. Charity 
ill Amsterdam to send to Belgian refugees. The Mint Par 
of Exchange, as we have seen, is florins 12-107; Mrs. Faith, 
then, will go to her banker, Mr. Peace, and will ask him to 
sell her a bill of exchange drawn on Amsterdam for the equiv- 
alent of ;£100, the exchange being at par, she will get 1,210 
florins 7 cents (12-107 X 100). For the sake of clearness 
in our illustration we have assumed that the banker, actuated 
by charitable sentiments, has foregune the charge for stamps 
and any commission to wLich he might be entitled on the 
bill. The example is given to show how ^t^asy it is to calculate 
the exact number of Joreigu units to one pound sterling, 
once we know the basis iipoji which to make our calculation. 

The Mint Par of Exchange between the various countries 
serves another useful and very important service in foreign 
exchange; in each case the mint par* forms a definite point 
around which Exchange oscillates, and these limits* namely, 
the rates of exchange. above and below the pat* of exchange^ 
are known as Specie points, or, 

as they are perhaps more commonly called,' gold points, 

» • 2y * . 
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represent certain xed limits within which, in iiormal tilnes, 
the exchanges fluctuate. ‘The Mint Pars of Exchange con- 
stitute the “ hub,” and the gold points the ” limits of 
exchange fluctuations. Theoretically, they represent the 
range within which “spot” or “sight” ^^^Thange mqyes^ 
and as long as the free passage of gold is allowed by the 
' various countries, or their State banks, there should 'be ^a 
.constant ebb and flow of gold from one country to another 
.when the rates reach these points. In time of war, or of 
political stress, such as we were going through in the year 
1918, the points may be obscured or even hidden altogether, 
but that does not detract from the theory^ one whit. 

Let us investigate a little further to see what these 
mysterious specie points really are. » 

In normal times, shippers, merchants, manufacturers, and 
all sorts and conditions of men who were under the obligation 
to remit money to foreign countries, were said to be willing 
to purchase bills of exchange for the purpose of settling 
their indebtedness only so long as the cost did not exceed 
the cost of sending gold in lieu of bills of exchange: that 
represents the upvyard limit of exchange, or what we call the 
^ ex p ort gold or specie point. The opposite limit is reached 
when exchange falls so far below the mint par tliat the sellers 
of bills will rather draw gold from the other country than 
sell their paper at the lower price; this is known as tlic import 
specie point. The outgoing specie point of a country is the 
rate of exchange at which gold leaves the country, and the 
incoming point is the rate at which gold enters a country, 
that is, of course, other things being equal. With practically 
every country in the world hanging on to its gold, these 
limits are passed and surpassed, they have even disappeared, 
although the principle is that gold neither enters nor leaves a 
country until the last nesort, but the gold points remain all 
the* same* though it may be many days before they are in 
operation agaki. 

Practically speaking, all that the specie points represent 
is the rate of exchange produced by buying gold in one 
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coilntry and selling it in another at certain fixed prices; but 
those wh^se business it is to do •this, do not need to worry 
ab«ut such operations until they see that the rates of exchange 
in operation between any two gold standard countries make 
it expedient or woiih their while to undertake this operation. 

In speaking of these gold points, it has become almost a 
habit to say that the merchants and others, in default of 
being abje to work at such and such a rate, will send or claim 
gold, as the case may be; but even in the halcyon days b&fore 
the war, the ordinary variety of (operator in exchange rarely, 
if ever, touclied gold; he left tliat })art of tlie business to the 
bankers or bullion brokers, wliose privilege it was to “ manu- 
facture him a bill of cxcliangc or provide him with some 
.other form of remittance if commercial paper was not forth- 
coming at the ordinary rates of exchange. However, of this 
we shall ha\'e more to say anon. The upward limit of exchange 
now demands our attention. 

Wc will revert to dealings with tlie United States of America 
once more. We saw that the mint par was $4-8665; when 
the rate of exchange goes up, say, to $4-88, it turns in favour 
of London, and if this is due to the excess of our exports 
over imports, that is to say, if the balance of trade be in our 
favour, the remittance to us of bills of (exchange from the 
U.S.A., either on British firms or ou foreign countries, may in 
time offset the rate which is unfavourable to America, or, 
if they are not siillicieiit in ejuantity or amount to do that, 
the bills may serve to keep the extreme rate of exchange in 
suspense, so to speak. The rate may possibly move back- 
wards and forwards fike tlie swing of a pfmdulum for some 
time, but ia due course the balance will generally swing 
round once more, and exchange reach, say, $4-89, when wo* 
.should expect gold to .start flowing to England, that is, 
assuming shipping and other charge^ to be on a pre-w^ar basis. 

At $4*89 -gold should come from New York <o London; 
that is c^r import specie point. ^ ^ 

At $ 4-827 gold should leave London fpr New York, and 
that would be our export specie point. • 
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It is very difficult to reconcile these rates with those* in 
force in time of wai*, but,, nevertheless, it is witiiin these 
rates that fluctuations in exchange usually occurred before 
the wap, and doubtless that is the range within which exchange 
will move sooner or later after peace is declared. The diffi- 
|culty about these theoretical gold points even before the 
!War was, that exchange did not move exactly within rthe 
assigned limits; sometimes the rate was higher tjian the 
inipdrt gold point and gold did not enter a country; sometimes 
it fell below tlie export point and gold did not leave a country. 
In some cases the reason was that countries like Germany, 
who were intent on building up huge gold reserv es, and — 
maintaining them — were prone to place serious difficulties 
in the way of gold shippers; they tried haid to get gold into, 
the country, and worked much harder in order to stop its 
leaving their shores. In other cases, the points were affected 
by variations in freight charges, cost of packing, and insur- 
ance; then some operators enjoyed privileges not obtainable 
by others; finally, there was the allowance for worn and 
light coins which often had to be taken into account. War 
risk insurance has always been an important and troublesome 
factor, too. 

If, as it seems, that these specie points cannot be fixed 
with absolute precision, why do we still take cognizance of 
them ? The answer is that, as nearly all the monetary systems 
of the world are based upon gold, and the relationship between 
their respective monetary units has been definitely fixed in 
accordance with the grains of gold contained in the said 
monetary units, it follows that the bankers, who usually 
have the last say in these matters, will not in normal times 
fell bank bills of exchange, that is, bills which ordinarily 
represent a claim to so much gold currency in another country, 
at a higher exchange tljan that at which a banker could 
purchase in* the foreign country an equivalent quantity of gold, 
which, taking into account the cost of transmissibn from 
that country, witl gut-turn the number of gold coins required 
to settle his indebtedness in his own country. For example 
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talvc the French exchange. At francs 25*32 1 gold, ordinarily 
should bJgin to flow from Paris* to London. Now suppose 
yo«r banker has been steadily selling bills drawn on Paris 
until he is surrendering, say, 25 francs 32 centimes to each 
sovereign you hand over to him, then imagine that the rate 
jumps to 25 francs 32 1 centimes, and you go to him and offer 
hin^ £l for that number of francs and centimes, he will, 
always supposing there is no such nightmare as a war in 
progress, refuse your offer point blank; at the rate in question, 
that is 25f. 32 Jc., he knows very well he can afford to purchase 
gold in France and sliip it to London; when it arrives in London 
he can sell it to the Bank of England, and with the money he 
receives from that venerable institution he can put himself in 
iiinds once more. 

Similarly, the bankc'r will not buy bills of exchange at a 
lower exchange than 25 francs 12| centimes to £1, which is 
normally the rate at which gold goes from London to Paris. 
Sooner than buy bills of exchange which will produce only 
that amount of francs in France he will elect to buy gold in 
London and send it to Paris, sell it to the Bank of France, 
and with the francs and centimes thus received he is able to 
settle his indebtedness in France. We have given two 
isolated examples, but if the reader will envisage hundreds 
and thousands of similar debts in process of liquidation at 
any given moment, he will soon begin to comprehend how 
international indebtedness is cancelled, and how it is that 
exchanges are constantl}/ pulled one day this way, another 
day that way. , 

You see the positioft is this: the rate at which a banker 
will sell bills of exchange drawn on a foreign country depends 
chiefly upon the rate of exchange at which he can cover his , 
drawings. If lie sells liills for francs and centimes, naturally 
he is bound to sec that the person^ upon whom the bill is 
drawn has sufficient funds to meet the bills or aggregate of 
bills so drawn. To^cover these drawings lif buys bills pf 
exchange in or upon the other country, ,or he may even 
purchase bills in a third country and remit them to the centre 
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upon which they ^ire drawn, and when all thj-se bills dre 
encashed, funds in due couise will go to meet the‘ bills the 
banker has previously sold. The limit of the rise or fall«»of 
exchange marked by these specie points will depend, then, 
on the rate at which it will pay the banker in the one case 
to draw gold from the foreign centres and in the other case 
to send gold to the foreign centre in settlement of indebtedr^ess, 
and in all ordinary circumstances the fluctuations in the rates 
of exchange between any two countries ct^nforming to the 
same monetary standard are practically confined within the 
set limits. Exchanges may go a little higlier or a little lower, 
but in the end the extreme points are found to be governed 
by the cost of transmitting gold. Tlieifdore, as a general 
rule, it may be taken that the outgoing or export gold point 
is ascertained by deducting the cost of transmitting gold 
from the Mint Par of Exchange, and to find the incoming or 
import gold point we add the cost to th(j mint par. 

Take the American exchange again — 

At £1 = $4*890 gold should leave New York for London. 

;; At £l = $4*8(36 cx('liange is at par. 

At £1 — $4*827 gold should leave London for New 
York. 

Mint par needs no further explanation, and a short exam- 
ination will show us how the gold points are calculated from 
the mint parity. The normal charge for sending gold from 
America to London and converting it into pounds, shillings, 
and pence is 5 per mille, that is, 5 cents on each 1,0(X) cents. 
For shipping gold to ,New York from London the usual cost 
» is 8 per mille. The reason for the ektra 3 cents per mille 
] in the latter case is easily explained. It is due to tlie fact 
Hhat although American shippers can always find ready 
I purchasers for bills on London, bills in the reverse direction — 
i London on New York — ^are not at all plentiful, consequently, 
I on the asciumption that the British shipper of gold to the 
I S^es has to ajvait a return remittance, there is some loss of 
I interest, and to make good this deficiency, the extra 3 per 
^ mille is imposed. Very well, then, to reveit to the gold 
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C(5ming fro^ New York to London, at ,$4*89 to the pound $ 
sterling,'*this is how wc figure it ^ut — > 

*Miat par being ^$4-866 

We add for our Charges, Freight, Insurance, Coinmis- 
sion, and any other incidental expenses like Packing, 
etc., 5 per mille ....... *024 


$4-890 


and thus get a rate of exchange whicli we call our Iinport 
Gold Point. To find our E.xport Gold Point, or the rate of 
exchange at which gold is expected to be sent from London 
to New York, we again start with the mint par, but, deducting 
the charges instead of adding them, our little sum is — 

Mint par ......... $4-806 

Charges for Freight, Insurance, Commission, Loss of 
Interest, etc. ........ -039 

$4-827 


London : 

Gold in. Gold out. 


New York : 


Gold in. 


Bills received 
from New York 
— entitle rc< 
reivers to so ; 
much sterling, ; 
i.e., gold cur- ' 
rency. It will i 
be possible to ' 
pay them in | 
gold forthwith, ! 
as metal is al- | 
ready received ■ 
from New York ; 


Bank Bills 
drawn on Lon- 
don arc pre- 
sented for pay- 
ment, gold 
handed over — 
sent to New 
York. Bank 
there waits 
until gold ar- 
rives. Loses 
interest for 
time metal is 
en route 


Bills offering — 
banks buy at 
or near Specie 
Point. Send 
to London — 
present bills — 
receive gold — 
are out ol in- 
terest on 
money ex- 
pended in pur- 
chase of bills 
until gold ar- 
rives in New 
York 


Gold out. 


Bills arc wanted 
oil ICnglaud, so 
Banks sell at or 
near specie 
point for gold. 
The gold is then 
sent to London 
in time to meet 
bills drawn. In 
this case there 
j is no los.s of 
I interest. 


With ’these examples before him, the sti^deut will follow 
easily the calculations necessary to arriva at the gold points 
for the other centres. Let us start with France. 
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On the assumption that post-war conditions jvill be the 
same as the ante bellum conditions, to draw gold from the 
Bank of France and sell it to the Bank of England, after taking 
into accbunt freight and all other charges, would cost about 
4 per mille, that is, approximately, 10 centimes to £1. The 
same charges will be incurred if we can persuade the Old 
Lady of Threadneedle Street to let us have gold to ship -to 
France. Therefore, when the French exchange, or,«as we 
shall presently call it, the Paris cheque rate, is— 

At fcs. 25*32 .^c. to £1 gold will go from Paris to London. 
At fcs. 25*22^c. to we shall get the Par of Exchange. 

At fcs. 25*12'Jc, to £1 the gold will leave London for Paris. 

In the case of Germany it costs rather more to send or to 
receive gold: the expense of shipping and realization of gold 
drawn from the Imperial Bank of Germany (the Reichsbank), 
and selling it to the Bank of England, and vice vend, may be 
taken as 5 per mille, consequently, when exchange between 
London and Berlin is — 

At Mks. 20*53pf . it will pay us to take gold from Berlin and 
sell it in London. 

At Mks. 20*43pf. we get the par of exchange. 

At Mks. 20*33pf. we should expect to see gold go from 
London to Berlin. 

In times of peace these specie points represent the usual 
range within which exchange moves, and as long as there are 
no restrictions on gold shipments, the metal will flow from 
one country to the other when the rates reach the various 
import and export specie points. However, even in ordinary 
circumstances it is not uncommon for exchange to be allowed 
to move outside these limits, but all bullion dealers know that 
in such circumstances the eventual result is heavier gold 
shipments, which naturally cause rates to move back with a 
jump — a state of affairs <iwhich exchange operators dislike 
more •than anyone. Of course, great political events which 
sor^times restrict gold supplies, and greaf wars which some- 
times stop them altogether, cause the rates of exchange for 
bills payable on* demand, under which heading we include 
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cAeqiies an^ bills payable at sight, to moye quite beyond the . 
ranges indicated, but the position then is much the same as 
\Aien the free play of demand and supply of commodities is 
interfered with; it is artificial, and despite the exj)edients 
which nations resort to in their endeavours to correct matters, 
exchange manipulation is a difficult and anxious business. 

The three exchanges we have examined, the United States, 
France, and Germany, arc the three principal gold exchanges, 
and it is between these three countries that the greatest ebb 
and flow of gold normally takes place. Gold is, however, 
frequently exchangc^d between London and the other 
European financial centres, but most of them do not work 
on fixed gold points: tariff rates for gold exist in countries 
like Holland and Spain, whicli pa}^ for the metal prices laid 
down by their State Banks. In such cases, we get the real 
gold points by finding out the actual prices paid for gold, 
and working out what rate of exchange will be produced by 
buying the metal in the one country, say, England, and, 
after paying freight, insurance, and all other charges, selling 
it in the other country. Bearing these facts in mind, the 
approximate gold points for the Netherlands and countries 
of the Scandinavian Union (Denmark, Sweden, and Norway), 
would be — 

For the Netherlafids — 

At FI. 12T5c. = £1 it would pay us to draw gold from 
Amsterdam. 

At FI. 12-lOc. = £l there is par. 

At FI. 12*04c. — £l it would pay Amsterdam to draw gold 
*from London. 

For the Scandinavian Ufiion — • 

At Kr. 18'23 ore = £1 it would pay us to take gold from 
Copenhagen, Cluistiania, or Stockholm. 

At Kr. 18-16 ore = £\ there is par. 

At Kr. 1807 ore = £\ it would pay us to scAid gcAd to 
* , Copenhagen, Christiapja, or Stockholm. 

Countries adhering to the Latin Union follow more or less 
the lead of France; the National Bank of Belgium, for instance, 
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befortj the war usually bought gold on the same therms as the 
Bank of France, and doubtless will do so in the future. 
Nevertheless, for exchange purposes, France may be said to 
represeift the whole of tlie Latin Union and the countries in 
the South of Europe, and while theoretically we may take 
their specie points to be the same as those of France, in 
])ractice the actual rates at which gold will enter or leave 
their shores ultimately depends on the rates of exchange 
produced by cross dealings in bills of exchange between 
Paris and the respective centres — arbitrage, as it is called 
in exchange circles, concerning whiHi we shall have more to 
say at a later stage in this book. For the rest, we may say 
that the receipt and despatching of gold from and to other 
countries, like Portugal, centres in South America, and other . 
distant States, is of no practical importance. 



CHAPTER V 


Fluctuations in the exchanges — Principal coiRlitions which cause 
exchanges^ to move in favour of or against a country. 

By this time the student of exchange will })iol:)ably be ‘fully 
])ersuaded that he knows all about foreign exchange, and will 
be anxious to get on to the practical work, but without in 
the least wishing to make the subject as gloomy as a ruined 
workhouse on a foggy night, it is necessary to try his patience 
a little further. There is little use in our knowing what are 
the extreme limits of exchange unless we also know what it 
is that causes exchange to swing backwards and forwards 
to these points, and in the hope that the whole business will 
soon be as plain as a row of pins to the budding exchange 
dealer, we will now pursue our investigation a step further 
and deal with the fluctuations in exchange and their causers. 

The upper limit of exchange is, as w'c have seen, par, 
plus the cost of traTismitting gold; the lower limit, par, minus 
the cost of transmitting gold. Now, what causes exchange, 
to move within these limits ? It will be fairly obvious to 
the reader of these pages that the primary causes will l)c the 
demand for and supply of bills of exchange. Foreign trade 
is mainly responsible for the drawing of bills of exchange, 
consequently, it is to trade condit ions ^t hat we have to look 
for one of our exchange influences. Foreign trade is, in 
fact, the prime factor in exchange fluctuations, but, as we 
shall see, there are a good many component factors, which, 
though they are all part and parcel of that great fabric bound 
up in those two little words, imports and do not 

immediately force themselves upon the notice of the cajsual 
reader of*the trade statistics of a country. There is anoth^' 
great factor which iii its bearing on the exchange position of 
a country is not less important than trade conditions, that 
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is the ^gpndition of the currency of the coyatcy. Worn and 
debased currency, a greater volume of currency tokens than 
is called for by trade requirements or tlie internal currei?^y 
needs ti a country, unrestricted issues of notes, or the issue 
of notes without a proper metallic backing, lack of control 
over the minting of subsidiary coinage, adherence wholly or 
in part to a silver instead of a gold standard, all these have 
a bearing more or less direct on the exchange situatiqn of th(i 
principal countries of the world. We may summarize the 
matter by stating that exchange fluctuations fall principally 
under two main headings, viz., those arising from trade 
;Conditions; those emanating from the state of the currency. 

From the following statement it will be seen that closely 
related to trade conditions are those which, while not so 
apparent to the newspaper coteries whose privilege it is to 
peruse and to criticize the periodical volumes of Government 
trade statistics, have, nevertheless, a close ri'lationship with 
trade in their effect upon the state of exchat'ge: we refer to 
the Invisible Imports and Exports. 

Our analysis of the various influences may now be studied 
under their separate headings, as shown on p. 41. 

We might almost call this a debit and credit statement, 
since on the one side ai*e shown those influences which cause 
exchange to move against us and lessen the value of our 
currency abroad, and on the other side we have what are in 
effect our assets in exchange, that is, those items which make 
for the betterment of our exchange position — in other words, the 
appreciation in the value of our currency on foreign mai'kets. 

Let us take the items seriatim, dealing first with the debit 
side, which indicates those conditions which turn exchange 
against us. 

The trade influences are, as will be seen, those which 
afiect the demand for and supply of bills of exchange. Tlie 
principal 'Item here is the import of goods. Heavy imports, 
whether of goo,ds or anything else, will tend to turn' exchange 
against a country unless exports are on a correspondingly 
high scale, especially if the imports last for any leni^hy period 
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COI^DITIONS WHICH CaUSK RaTKS 
OF Exchatsge to Move Against 
A Country. 


Trade conditions which affect the 
demand for and supply of bills. 


Heavy 'imports of goods and 
commodities. (Influx of bills 
drawn on the country.) 

OTHER INFLUENCES. 

Invisible Imports. 

Imports of foreign securities. 
Flotation of foreign loans. 
Freight payments for space in 
foreign vessels. Ship-masters' 
drawings. 


Banking Influences, 

Cover for sales of bankers' bills 
of exchange. Payments to 
foreign residents abroad; pay- 
ments to soldiers and sailors 
serving abroad. Payments to 
foreign bankers against bills of 
exchange drawn abroad under 
letters of credit sold in the 
home country. Telegraphic 
drawings by banks in lorcign 
countries. 

Arbitrage operations. 

Currency Influences. 

Direct influence of the state of 
the currency ^ — debased cur- 
rency. , 

Indirect influence: increase in 
volume of currency, over-issue 
of paper currency. 

4— (1741) 


Conditions which Cause Rates 
or Exchange to Move in Fa- 
vour OF A Country. 


Trade conditions which affect the 
demand for and supply of bills. 

Heavy exports of goods*' and 
I commodities. (Efflux of bills 
i drawn on other countries.) 


other influences. 

Invisible Exports. 

Exports of dividends due on 
foreign securities for collection 
in foreign country. Itxports of 
coupons on foreign loans. Ser- 
vice of foreign loans. F^xport 
of the home country's securities 
to foreign countries. Earnings 
of our mercantile marine. 


I Banking Influences, 

j Covering by foreign bankers of 
hills drawn by them under 
I letters of credit. Payments to 

! remittance men. Telegraphic 

j transfers of funds by foreign 

1 countries. Remittance of cover 

i for drafts sold. 

I ArJ)itrage operations. 

i 

i 


Currency Influences. 

Adoption of a full gold standard: 
return to a full gold standard 
in a country -►in which gold 
payments ha^ve been temporarily 
suspended. 
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of time. Imports* have to be paid for, and witli e^io^y batch 
of imports there will enter the country numerous bills of 
exchayge drawn on the country by the foreign exporters, 
who are claiming payment for their wares. It does not at 
all follow that every foreign exporter will draw bills from the 
foreign centre on the country which is importing; in many 
cases the importer will be required to remit to his creditor 
theeforeign exporter. “ But/* says our wily reader; *' in the 
one case you have a bill coming into the country, in the other 
the bill goes out of the country/* Granted, but we are 
assuming that the bill which comes into the country is a 
claim by the foreign creditor to so much of our gold. The 
merchant abroad wlio sends his wares to Great Britain docs 
not know, nor does he care, whether any goods go out in 
exchange; he obtains payment through the medium of tliis 
ubiquitous piece of paper, this bill of exchange, which does not 
necessarily imply an export of gold, but all the same it gives 
the holder the powc^r of withdrawing gold from this country 
if he so desire. There is direct evidence of this in normal 
times. Exchange bcitweeri London and New York in the 
autumn is often against London; the reason is that we are 
then heavily importing wheat and cotton from the States, 
and often gidd has to be sent to bring cxchaiige back to a 
workable rate. 

In the second case, you are sending something tangible 
out of the country, but in paying your foreign debt you 
really send ycnir creditor an instrument which gives him 
the right to have paid to him a certaiy amount of gold. 

Having anticipated the readers objection about the effect 
of these bills, we may proceed. We now come to those items 
conveniently grouped under the chief heading “ Other 
Influences.” The flrst of these so-called other influences is 
found under a sub-heading, “ Invisible Imports.** Here we 
come to grips \\ath a problem which no one likes; tli,e invisible 
te always elusive, and people don't seem to get to grips with 
it. Invisible imports comprise numerous things which affect 
the foreign exchange, but yet are.not to be found as tangible 



PRIMER OF FOREIGN EXCHANCxK 


43 


evidence pf vfiir, or, indeed, of an^ country's indebtedness in 
the Board of Trade returns, or in trade statistics of any kind. 
\V§ know of no reason why many of tlie articles shoijld not 
find a more or less prominent position in the statistics, although 
to be sure some of them would be very difiicult to place, and 
having been placed by Government officials, might be even 
iiiore difficult to locate I 

These ‘invisible infl\iences form the regular pons asinorum 
for casual students of exchange, but a little reflection and 
examination will show us that they are fairly easy to trace. 

Imports of foreign securities as a start need not be difficult 
of comprehension. Take as an example the enormous wads 
of railway share ccilificates which used to arrive in this 
country from America. America wanted money to build 
railways or to erect vast factories, so she proceeded to design 
and to print numerous highly coloured and otherwise artistic 
pieces of paper about a foot square, sent them to London, and 
in return for these all sorts of people who expected a higher 
return on their money than, say. Consols were able to produce, 
paid over their savings, became the proud possessors of 
these share warrants, and complacently waited for their 
dividends. Thus w^e imported from the Ujiitcd States paper 
records of proprietorship in dollar undertakings, and in 
return sent our hard-earned cash back across the Atlantic 
to assist in the development of another country's industries. 
The importation of these securities had a bear ” effect on 
our exchange market with America, that is, turned exchange 
in favour of New Yoi%and against Lohdon. 

Tire flotation of foreign loans in, say, London, is somewhat 
similarly explained. We contract with a foreign State, no 
matter whether it be with Timbuctoo, China, or any other 
far-away land, to raise a loan in London for so many millions 
sterling. When the money has been •subscribed by^the eyer 
credulous jnd trusting public, the time comes for us to place 
the money at the disposal of the borrowing i:ountry. W^ 
are, under the terms of our contract, heavily indebted to the 
other State for the time being; we are oblig^ to send so 
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much of our capital out of the country, and exi:h^nge turns 
against us and in favour ot the borrowing country, because 
we are the debtors who have to make a settlement of Our 
indebtedness; consequently, while the money is in process of 
being remitted, exchange is unfavourable. What we have 
done in effect is, to import thousands of the foreign nation's 
paper promises to pay given amounts at some far distant 
dat<^; we have to make payment for this in the same way as 
if we had imported tea, sugar, wine, or any other luxury, and 
the effect on exchange is the same in all cases. 

In both instances, that of the importation of foreign 
securities and the flotation on the home market of foreign 
loans, there is a redeeming feature in the shape of the favour- 
able influence on exchange when the interest payments iH 
the shape of dividend wanants or coupons are due, as we 
shall see when we come to consider the causes wliicdi force 
exchanges in favour of the country. 

Tlie influence on exchange of this financing of foreign 
countries, or exportation of capital, as some call it, has often 
l)een the cause of uneasiness to Government officials and 
budding politicians, although we are not sure that they have 
more than an inkling of its real effect. Thus, in February, 
1912, in the Prussian Lower House, wc find one, Rahardt, 
putting the following question to the assembly — 

“ A number of large banks have applied to the Minister of 
Commerce for permission to invest in an issue of Marks 
48,(X)0,000 of 4J% bonds of the Anatolian Railway Company. 
I ask the Minister '^hat he intends to do to prevent the 
exportation of German money. . . . Are we to assist a 
foreign nation with German money at the expense of our 
own country ? ” 

This foreign deputy seems to have perceived that in some 
indefinable way his cemntry would suffer from lending this 
amount of money; whether he perceived the ihfluence it was 
likely to exert on exchange is a moot point. It is also ques- 
tionable whether some countries, in making conditions in the 
loan contracts requiring the borrowing nations to spend part 
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of the proceeds of the loan in the lending country in purchase 
of commodities such as loccmotires, railroad materials, etc., 
se« more than the chance to increase their exports at the 
expense of the borrowers, yet any such stipulation roeulting 
in the retention of ])art of the money in the lending country, 
offsets to the extent of the cost of the materials, the adverse 
effect on exchange caused by the remittance of the loan 
'proceed^, in addition to helping to cancel tlie balance of 
indebtedness against the counlry. 

Frcdght Paymi^nts for space in foreign-owned vessels form 
another of those indirect influences on exchange which are 
not clearly visible. The earnings of these foreign vessels are, 
we may assume, taken back to the country from which the 
ships emanate, consequently the amounts we pay for shipping 
goods in their bottoms represent so much capital going out 
of the country, and to that extent is a condition which helps 
to turn exchange against us. 

Ship Masters' Drawings represent the expense for coaling, 
re-vict\ialling, and otlier incidental charges which fall upon 
ships when calling at foreign ports. For instance, suppose 
a ship homeward bound from South Africa be forced to put 
in to Las Palmas for coal, the captain will, we may imagine, 
l)e empowered to purchase his coal from some firm or other 
there, but the supplier of fuel will naturally want his money, 
so our friend the captain will go to one of the banks in Las 
Palmas, arrange with them to pmdiasc his bill of exchange 
which he has drawn on the owners of the steamer in London, 
and with the money received will pa^y for the coal. Here, 
then, is a d(;bt incurred and due by London. The banker 
remits the bill of exchange to his London Agent, and when it 
arrives the latter presents it for acceptance or payment, as 
the case may be, and in due course the proceeds are in the 
hands of the Las Palmas banker's agent for remittance to 
that centre if required. The instrument is a claim uporv our 
gold; it ft a debt due by us to a foreign country, and to that 
extent exercises a potential influence on exeSange. 

The Banking Influences are fairly numerous. The first is 
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summed up in tliat mysterious phrase, “ Cover for Sales of 
Bankers’ Bills of Exchange,,’ ' which, like the WTitirlg on the 
wall that puzzled Belsliazzar, the last of the Chaldean Kings 
of Bab^don, in the days of Daniel, requires to be interpreted. 
“ Cover ” is simply a word used by bankers signifying that 
when they have drawn a bill of exchange on a correspondent 
they must send, or cause to be sent, to that correspondent, 
sufficient money in the currency of the country upon which* 
the bill is drawn, to enable him to pay the bill when presented 
for payment, the. vital necessity being that the funds must 
be in the hands of the correspondent before the bill readies 
him. Now, if you could by a little persuasion get your 
banker to explain all about this he would probably tell you 
that the rate at which he sells paper known as “ bankers* 
drafts ” depends on the rate of exchange at which he can 
cover, that is, provide the money to meet them in the foreign 
centre. He might also tell you that there are various ways 
of doing this, the principal consideration with him being the 
comparative economy in the method employed — ^he chooses 
the cheapest way to do it. Say he has sold lulls in London on 
New York. He may buy bills in tlie Argentine, send them 
to New York for encashment, and instruct his agent to place 
the proceeds to his credit in the New York Bank, or he may 
work what is called a tliree-cornered transaction: he may 
buy bills in Chile drawn on the Argentine and send the funds 
in that roundabout way to New York. Finally, as a last 
resort, he might have to send gold from London, it all depends 
on the relative cost of the various operations. To sum up, 
then, the bankers have sold bills on mother countries, they 
have got to provide the money to pay foi* them, and whether 
^they ask their correspondents abroad to draw on them in 
London, or whether they send the wherewithal from I.ondon 
to meet their sales, they have got to provide this cover, 
whiqh it will be recognizea must affect our exchange adversely. 

Payment to Foreign Residents Abroad usually ^:overs a 
multitude of transactions, from the sending of money for 
the upkeep of .under-paid Consuls abroad to the niggardly 
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rc*.n>ittancc:s l)y the sad father to his prodigal -son in a far-off 
country. * Tlfcy all represent money going out of the country, 
as such, exercise an influence upon exchanges more 
or less important, according to the aggregate sum of the 
remittances. 

Payments to soldiers and sailors S:;rviiig abroad come 
under the same category, though this influence may be and 
^s to some extent offset by the allotjnents of pay made by 
these worthy fellows to their dt^pendents at home. Take 
the soldiers serving in France during the Great War. Many 
of them frenn time to time sent hornet French notes, mostly 
of the twenty-franc denomination, to their wives in Great 
Britain, the effect of one of such notes may be infinitesimal, 
but in the aggregate they must have counteracted to an 
'appreciable extent the effect on exchange caused by our 
having to provide payment for our soldiers in France. 

TJie Payment of Bills of Exchange drawn und(jr Letters of 
Credit is anotlier important feature. Letters of credit may 
be put roughly into two gi'eat classes, first, those which 
authorize the drawing of cheques or demand bills on the 
home country; secondly, those which authorize the drawing 
of bills of exchange abroad on London firms or bankers. 
The former are what are known as Travellei’s' Letters of 
Credit, the latter comprise mostly those credits which have 
shipping documents or other securities attached. In each 
case a cheque or bill of exchange eventually comes from 
abroad; in the hands of the foreign banker it is a claim 
over so much gold, and with any large amount of such 
drawings, exchange tend to infix against the country 
which has to meet the bills. We also include under this 
heading those Circular Notes with which globe-trotters 
used to be so fond of furnishing themselves when they' 
departed for warmer climf^s. 

Telegraphic Drawings by Banks *in Foreign Countries are 
apt to l.>3 an awkward element in creating an adverse exchange 
for the epuntry which has to meet the di^wings, for the 
simple reason that they have to be met in»such a short .space 
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of time. Say there are a number of Tom Browns and Pe ter 
Jones's enjoying tfiemselvej; in a foreign country, •'and that 
the said gentlemen want money urgently; or, to take anotti& 
case, \ number of commercial gentlemen who see a chance to 
make profitabh^ speculations abroad, tliey have funds at 
their credit in London; over the water they walk into the 
dike of a foreign banker abroad, lie may or may not know 
them; they produce evidence of Ihigland s indebtedness to* 
them; arrange to pay for the cost of a telegram to London 
somewhat in the following form: “ Remit by telegraphic 
transfer for tlie credit of Tom Jones ^^10,000." As soon as 
the banker here receives this telegram and has de-coded it, 
if everything is in order, he has to make arrangements to 
pay money through his agents in the foreign country. It will 
be readily perceived, then, that if such drawings go on to 
any extent, calls may very soon amount to mil]io)is of pounds 
sterling, and exchange will very soon swing round i)i favour 
of the country to which payments are to be made. 

Arbitrage operations are closely allied to the influences we 
have just examined. Bankers, brokers, and a hundred and 
one other speculators may take it into their heads to have a 
little flutter on exchange; it may suit them to do this in a 
roundabout way. They may find it profitable to buy bills 
in a number of other countries, and eventually, when payment 
has to be made, will instruct their correspondents to draw 
for the cost on London. The business is also constantly 
carried out by telcgrapli; when profit is likely to be made by 
taking prompt advantage of favourable rates the arbitrage 
dealer will instruct his correspondents: to sell and to draw 
on him for the cost, and the cumulative effect of such drawings 
soon sets exchange moving adversely. It does not follow 
*^that such operations will always be undertaken direct; some- 
times there are slight differences in exchange between several 
countries, ^and it may be profitable to undeii;jake a whole 
series of operations through various centres, and*in these 
ca^es the ultinflite effect may be spread^ over the ^exchanges 
of more than one V:entre. 
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vAirrency J[nfluences are always impoil^nt: they are both 
direct and indirect. The direct influence would be more 
plainly seen where a nation alters the bullion content of its 
currency unit. Suppose, for example, you had 1,000 gold 
dollars of a known weight and fineness circulating in a 
country, and that for some reason or other those dollars were 
withdrawn from circulation and replaced l)y lighter coins, 
*tliere wpuld be a direct effect on exchange; other countries 
trading with you would olfer less of their currency in exchange 
for your currency, for the very simple reason that your coins 
contain less of the valuable nulal. An influence, not quite 
s(^ direct, perhaps, seen more often in the exchange with 
countries like China, which pin their faith to a fluctuating 
.silver standard and are, therefore, bound to be constantly 
manipulating their currency and exchange to meet the 
variations in the gold price of silver bullion. We find the 
ciuTcncy of those countries regarded unfavourably by outside 
nations; their currency is treated as a commodity, and in 
settlement of their indebtedness they are obliged time after 
time to sell silver bullion in the same way as any other 
commodity is sold, and with the gold they receive in payment 
have to pay their way. Then, with debased coinage! th(i 
value is always unreliable, whether of silver or of gold; it 
may pass current in the country of origin, but is no good for 
purposes of paying outside debts in other lands. The worst 
of it, too, is that the inferior or debased coins drive out any 
good money that may be in circulation, and that is the case, 
not only with China, where full-weight dollars are from time 
to time melted dowm*and exported, but also with some of 
the South American States. The currency of Haiti, for 
instance, is often in an extremely bad way, and exchange 
constantly against them. There the gourde of 100 ctmts is 
the currency unit; it is supposed to, be the equivalent of an 
American gold dollar, but owing to depreciation and conse- 
quent ex{)ortation o1[ the silver coins, all tha;j; the gourde is 
worth is about 28 cents, that is, 3*50 gou;*des arc required 
in exchange for one dollar. -• 
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Where the volume of currency is increased beyond the needs 
of the people, or large issues of paper currency are*' put into 
circulation, the influence is indirect, since it reacts on com- 
modities, prices rise, which is another way of saying that the 
currency depreciates; the country thereupon becomes a good 
country for foreigners to export to, not only do they benefit 
by exchange being in their favour, but they also realize the 
higher prices ruling for the commodities they ship to the* 
country with the depreciated currency and adverse exchange. 

In connection with these currency influences, one would 
have thought that marrying and giving in marriage would 
have been the last thing in the world to have an effect on 
exchange, yet it is a curious fact that the Indian marriage 
season, which usually falls in Maj^ of each year, is responsible 
for one of these exchange influences. Just as the Indian’ 
exports of wheat and grain form a seasonal influence which 
turns exchange in favour of India, so the Indian mairiages 
may be said to form a seasonal influence to turn exchange 
against India. It arises in this manner. By Hindu caste 
custom it is necessary for the bridegroom, or his father, to 
give gold and silver ornaments to the bride at the time of 
the marriage. The ornaments arc called “ Stree-dhan ” — 
the woman's property. Tliey are in the nature of a marriage 
settlement, and arc the absolute property of the woman, who 
is said to preserve them with great care. Added to all this, 
it is customary to give a great Tomasha (feast) to the thousand 
and one relatives and followers, aU of which represents a 
heavy expenditure ip silver. Eastern exchange dealers, 
bankers, and brokers have found by experience tiiat the 
marriage season calls for a vast amount of extra currency, 
mostly silver, and it is found to be absolutely necessary to 
be well prepared for this seasonal demand. Large quantities 
of silver and even gold are imported in readiness for the 
marriages, and these heavy imports naturally^ tend to turn 
exchange against India and in favour of the exporting country, 
generally England,, sometimes China. ' «. 

It w^ould be Vather interesting to know what is the 
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cumulative influence of the giving of gold and silver wedding 
presents In England, but we art afraid it is impossible to 
trace the effect, and in any case the trade requirements for 
the precious metals in England are relatively unimportant 
as far as exchange is concerned. 

We now arrive at what may be called the credit side of 
the account, namely, those influences whicli cause rates of 
^exchange to move in favour of a country. The first of these 
we find in the trade conditions which affect the demand for 
and supply of bills of exchange. Here we get bills drawn 
on other countries, and the larger the exports the greater 
will be the number and value of these bills so drawn. They 
represent a claim on the gold of other countries, and as such, 
serve to turn exchange in our favour. It is often argued 
\)y the casual enquirer, and he it is who is always the most 
difficiilt person to convince, that many shippers, when drawing 
bills of exchange, present the bills with shipping documents 
to their bankers; the banker, it is said, buys the bill, and 
because he hands over the money to the exporter on the spot 
in the exporting country, that is the Alpha and Onaega of the 
transaction as far as the exchanges are concerned. It is 
maintained that the money or the gold represented by the 
bill of exchange does not in such circumstanc(3S come into 
the country; it is already there, argues our friend. We agree 
that so far as he, the exporter, is concerned, that he does 
sometimes receive his money as soon as his goods are ready 
f(')r shipment, but what about the poor banker, is he out of 
pocket pver the transaction ? No ! blinkers arc not philan- 
thropists, they are nOt likely to make a foreign country a 
present of the goods exported, consequently, it is merely a 
transfer of foreign indebtedness from the exporter to the 
banker. In the hands of the banker this instmment represents 
a claim to gold or its equivalent in the foreign country, and 
if the banker ,so desire, he is entitled to bring that gold home 
to the mother country. In practice, he will ijfobably utilize 
th(^ money he receives in payment for thc.exports to purchase 
other bills in the foreign country, and so mak^ an additional 
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profit on excliaiige, but that is a horse of another colour, 
it does not follow that in all cases the proceeds of the bill he 
has purchased from the exporter on this side will be *so 
utilized. 

“ Invisible Exports '' take pride of place among “ other 
influences/' and with these important items hidden from the 
busy man of affairs we find Exports of Dividends duo on 
Foreign Securities." TJie dividends in question represent the 
payihents of interest due on the various stocks and shares 
issued by the foreign country, but held in London or other 
parts of Gro^at Britain. Half-yearly, or even quarterly, we 
have numerous payments due to us on these investments, and 
the grcat(T the amount of the securities so held, the greater 
will be the effect on exchange when the time arrives f(.)r the 
foreign undertakings to pay the interest due to the holders. 
Frequently, payments of this nature are in the sliape of 
dividend warrants in dollars, say, American; the holders, we 
may assume, scud them to their bankers lor collection, the 
banker sends them across the water for paynumt, and in due 
course tlu^ amount is transferred to the credit of his client 
here. It may be easily imagined that any appreciable amount 
of such dividend warrants in the hands of a banker gives him 
a claim to receive the equivalent in gold in the foreign country, 
and in this respect they form a useful item in the turning of 
the exchange in favour of the country sending them for 
collection and payment. 

The Export of Coupons on Foreign Loans has a similar 
influence. Coupons arjc an ever-recurring item in oui; " invis- 
ible exports," only in this case they ‘are much more easily 
traceable if anyone cares to take due cognizance of them, and 
as a matter of fact many exchange dealers do make it their 
business to know something about them. With the Chinese 
and Japanese loans, fqr instance, interest often falls due 
half-yearly; money has to be in the hands of London bankers 
vfho issued th(2. loans in time to meet the coupons <^hich will 
be presented for payment by holders of the bonds. The 
dates when this takes place are well known to exchange 
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(jpcrators^ aitd they are thus able to get a. rough insight into 
the probable course of exchange * and, let us hope, profit by 
thtir knowledge. 

Tlic Interest Payments on these foreign loans exercise a 
marked influence on exchange, and in concerning themselves 
with the date of paying the coupons — ^Ivnown as the service 
/)f the loans— the banks are really of immense benefit to the 
countryff Theoretically, Great Britain is often in the position 
of showing an unfavourable balance of trade, that is, as 
judged by the visible imports and exports, and one of the 
reasons we are able to go on doing this is because we have 
these large amounts payable to us j^ear after year; they 
more than offset the unfavourable balance. 

• Eventually, the principal of the loans falls due to be repaid 
by the borrowers, and here we really export the bonds and 
the borrowing country has to send their value to us. The 
student will observe that nearly all the loans are what are 
known as Gold Loans ” ; if value in terms of gold is originally 
lent, then in terms of gold will the value of the loan have to 
be repaid. 

The export of ihe home country’s securities may now be 
well understood. We have the various War Loans as an 
example. People all over the world were so constant in tlie 
belief of the nltimale outcome of the Great War that they 
wiUingly, we may even say, eagerly, subscribed to tlie various 
loans. Ill fact, we exported the bonds or certificates and the 
foreign countries sent gold in exchange, and these exports, 
invisible as they were, obviously influenced exchange in our 
favour. For another example, we may take the way exchange 
between this country and America was kept on a workable 
basis duiing the war. People both lent and sold American 
securities to the British Government. In the hands of the 
British Government, these represented a claim on America; 
that is, on her gold, and they were utilized to stabilize exchange. 
Early in 1917 it was estimated that Am^ri:a had bought 
back her own securities to the extent of pver four hundred 
million pounds sterling, and by selling theis, we prevented 
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the American ejcchange from becoming too uju'avoiirable to 
Ix)ndon, In regard to these sales of American securities, H 
is important to note that the effect is a diminution 'of 
“ invisible exports/* for the interest on the capital sum in 
exchange for the coupons or interest warrants no longer 
comes to us from the United States, but accrues in America, 
and as we have parted with these securities, it is clear that, 
the amount of interest we shall henceforth have tc receive 
from the United States must be considerably reduced as 
compared with, sa 3 ^ the year 1913. 

Curiously enough, the fact that the issue of these internal 
loans has a favourable inliuence on exchange in the issuing 
country, was corroborated while the wiiter was preparing 
this chapter for publication. At the end of November, 1918, 
the Dutch Government issued an internal loan for 350 million 
florins, and as soon as the subscription list for the loan was 
opened exchange moved in favour of Holland and against 
London. On the face of it, the effect of the issue of the loan 
on exchange was a little puzzling; people could not see why, 
its being an internal loan, exchange should be affected at all. 
The reason was that Dutch capitalists with balances in 
London withdrew^ them in order to invest the funds in their 
national loan, and as the withdrawals were continuous, the 
rate of exchange soon moved adversely to London. 

The earnings of our Mercantile Marine are an important 
item in the list of invisible exports which exercises a favourable 
influence on our exchange with foreign couiitiies. The actual 
return from our ships is not only that received for carrying 
our own imports and exports, but there are also the freight 
payments we receive for carriage of goods between foreign 
countries and between British Colonies. The income accruing 
from these services, like all the profits which arise from our 
indirect trade, must amount to very considerable figures, and 
thesfe, added to the earnings of our mercantile fleet form an 
" invisible expert ** which has no mean influence over the 
exchange rates between Great Britain and other countries. 

The covering* by foreign bankers of bills drawn by them 
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under letteis of credit comes under the banking influences 
which are not clearly visible in their effect on exchange, but 
tRe influence is important. Foreign bankers under arrange- 
ments with London and Colonial Banks often issue letters 
of credit to their clients who may be travelling either to 
England or some other country, and the bills when drawn 
^ must be provided for, that is to say, tlie banker who has 
issued these letters of credit must be prepared to meet the 
bills which from time to time come forward from his corre- 
spondents, and in many cases he remits the money direct 
to England for this purpose. 

Then there is another case similar in form and similar in its 
favourable influence on the i‘xchange of the country. It 
.arises in this manner: a Colonial bank we will suppose has 
a branch in London, it has also many branches and agencies 
abroad. Freciucntly other foreign banks, say in Europe, are 
asked by their customers to sell bills on certain of these 
centres in which the British Colonial bank has a branch; the 
foreign bank will draw the bill on the Colonial bank's foreign 
branch, sell it to his client, and at the same time advise the 
bank in London that it has done so. Together with the advice 
of this drawing will be sent cover for the bill, or instructions 
to draw for the amount. 

Telegraphic transfers of funds by foreign countries operate 
in the reverse direction from telegraphic drawings on us: 
they serve to turn exchange in our favour. 

Arbitrage operations have a favourable influence on 
exchange when they are such as to result in the transfer of 
funds to this coiintrj\ Sometimes as the result of a long 
run of speculation there is a continuous stream of remittances 
to London, and it is easy to see the effect on exchange if the 
movement of funds goes on for a long period. 

Under the heading of currency influences which make for 
the betterment of the exchange position of a amntry we 
refer to' the adoption of a full gold standard. The effect 
there is seen more plainly in the case of countries hitherto 
on, say, a silver basis, which decide to put theL currency house 
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in order and to place their faith in a gold currency instead 
of an unstable silver standard. Several countries in our 
times have accomplished this feat, and the result has been 
an improvement all round in the exchange value of their 
currency; instead of exchange being pulled first this way, 
then that way by the fluctuations in the price of the white 
metal, the value remains subject only to the ordinary rules 
of simply and demand, and matters are no longer complicated 
by tne additional variable factor — ^the price of silver. Where 
a country returns to a full gold standard after a period of 
temporary suspension of gold payments, the effect is all to 
the good. Legal tender currency has depreciated during the 
restriction of gold, the depreciation is reflected by exchange, 
and as gold again becomes available freely for export where 
wanted to settle international indebtedness, exchanges return 
to their normal figure and imports cost us less, because we 
have to surrender so much less of our currency in payment. 

The various items we have examined by no means exhaust 
the multifarious influences on exchange; there are many 
others, all bound up with invisible imports and exports; the 
income derived from bankers' and traders' commissions, 
insurance premiums, and so on, all exercise an influence more 
or less direct on exchange, but we have given the reader we 
believe sufficient food for reflection, and if he cares to pis^sue 
this part of the subject, he will doubtless find the fluctuations 
in exchange, their causes and effects, to be not the least 
interesting section of an absorbing study. 



CHAPTER VI 


Fluctuations in the Exchanges — In which the reader is given an 
insight into the more ]>rac1:ical side of foreign exchange, as 
^ prepared ior him by the City editors of the newspapers — The 
“ Forej^n Exchange Quotations/" the " Course of Exchange^" — 
The origin of the City article. 

The Cit3' Kditor of our groat newspapers is nowadays a 
person of some importance in the City of London, and before 
examining Jtis daily contribution to the wealth of literature 
which is so regularly served up with our mo filing dish of eggs, 
we will take a peep beneath the mystic shades of antiquity 
to see what his doings were before he came forth into the 
glare of the twentieth century. 

Newspapers had liecn circulating a good juany years before 
it occurred to an enterprising editor to cater for the com- 
mercial world, and the City article as a distinctive feature of 
the daily papers dates back no further than about the year 
1823; it is thus less than 100 years old. It is doubtful with 
whom the idea originated ; some people claim that The 
Times was the first newspaper to publish regularly the City 
article; others give the credit for the innovation to the 
Herald, a newspaper which enjoyed much popularity in the 
early fifties, but which for some reason or otlur has long 
since disappeared. Still, whichever paper may be entitled 
to the praise for commencing so usrful a feature of the 
morning newspaper, tlie fact remains that its lead was soon 
followed by all the other journals of the day, and from the 
year 1824 down to the present time the public has been 
favoured with a regular supply of City news in concrete form. 
Prior to that date the editor of the^** Thunderer ” and his 
contemporaries had been content to publish isolated para- 
graphs giving such items of information conceri'Ang the world 
of commerce as they thought to be of g^ioral interest, but 
no very prominent position was given to this ilews until the 
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more important era which followed on the feloi^c of the 
Napoleonic warvS, * , . 

We do, it is true, find in the papers published during 1809 
and ISIO regular references to the price of Consols, and other 
important securities then favoured by the investing class, 
but the list was rather an haphazard one, furnishecj by some 
stockbroker or other, who for this service was' allowed to 
havi^i his name and address printed at the bottom of«the list; 
he thus got a free advertisement. 

As interest in these announcements increased, the enter- 
prising editors gave more space to City items, and when in 
1817 the craze for forming joint-stock companies started, 
more and more attention had to be given to the kaleidoscopic 
changes in the metropolis. A craze for the wildest of wild 
speculation set in; it was all duly chronicled by the editors 
in their City article; a panic looked imminent; the City 
editor, in the fulhicss of the knowledge he had gleaned from 
the markets, foretold the inevitable day of reckoning— his 
comments w^ere given in that terse, nervous English which 
is so marked a feature of the City article of our time. With all 
the due solemnity of the prophet, readers were warned to cut 
their losses and to get rid of their commitments before the 
crash came. J^eople commenced to get uneasy; some took the 
advice tendered by the editor and sold their stocks and 
shares; others, like the incredulous folk in Sodom and 
Gomorrah, ignored the advice so freely given, and were 
shortly afterwards swallowed up in the black ruin that 
followed the stoppage of banks and the failure of many so- 
callcd respectable business houses. '‘riiese days w^ere a time 
of much distress and much heart-burning, and there is little 
doubt that the Press, or rather the City part of it, was the 
means of purifying the atmosphere of City life. Fearless 
exposure was the order of the day, and there were nol wanting 
brokers ' who complained that the Press had ruined their 
markets; but*the louder they were in their complaints against 
the prejudices alleged to be encouraged by the' newspapers, 
the quicker was the public to realize the real position of 
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affairs, ^s ^oiie of tlie old writers of that period remarks: 

V As l^e medicine operated, so the disease began to disappear,” 
aild thus was the power of the City Press developed in all 
its fullness. * 

The City editors began to extend their contributions; they 
were unfij^iching in their criticism of those financiers who 
merited their censure, and it began to dawn upon the dealers 
ill mon<*y and all that pertains to it, that a new power# had 
sprung up; they saw that the power of the Press was com- 
mencing t(j exercise something in the nature of an occult 
ptjwer over the commerce of the country, and such was the 
influence of the high-class newspaper of the time, that they 
f(.‘ared to incin* its displeasure by shady practices. The 
.fearlessness with which tlic writers of the City article exposed 
anything tainted with fraud or questionable dealing, the 
promptness with which they laid bare to the public the 
designs of roguish speculators, and the ready ex])lanations 
they gave of the failures of bubble companies or under- 
takings, made tliem a power to be reckoned with, and the 
heartless promoters of bogus or shady enterprises commenced 
to be afraid of the lynx-eye of the newspaper's City represen- 
tative. It w^as high time, too, for one reads with amazement 
tlie list of companies ])ul)lislicd b}^ the newspapers during 
the years 1825--26, It is a record of infamy, plunder, and 
sacrifice, of fraud and cajolery; it reveals a gullibility on the 
part of the pulilic comparable with that which causes some 
of the African and otlier native races to barter valuable 
commodities for a row or two of gaudj^ beads. In the record 
we find included every description of association under the 
sun; the list goes from the sublime to the ridiculous; hundreds 
of projects are mentioned, ranging from fantastic proposals ^ 
for the extension of the principh'-s of life assurance to the 
formation of a patent washing compai^y which it was suggested 
should be established on the Isle of Dogs. 

There Save been many other crises and paillcs since that 
of 1825-26, *and the hand of the City edifoii has lost none of 
its cunning in describing them. Tliose of us ‘who read the 
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City article during the sad and exciting days of Aagiist, 19i4, 
and followed it day by day down to the joyful days of 
November, 1918, were astonished at the ease, the skill, a/id 
the erudition displayed by the City scribes: they treated us 
to a perfect feast of literature, ranging from the dry-as-dust 
dissertations on economics to the exhilarating joys of higher 
finance. They told us how and how not to save money: they 
even- ventured into the realms of prophecy — when, it was 
safe to do so — and, taking their cue from the trend of the 
foreign exchanges, were able to point to signs of the coming 
of peace. 

We thus see why it is that the City article is read in com- 
mercial circles with so mucli interest and even enjoyment. 
The perusal of the City news is. however, becoming much 
more important to a wider circle of the reading public. At 
one time, the Jones's, the Smith's, and the Robinson's were 
only interested in the jnovements in the price of the shares 
they held in City tea-shops, far-away rubber plantations, or 
in gold mines in South Africa or Australia. The war has 
changed all that. We still watch our shares rising or falling 
in value, but our City editor having taken upon himself to 
initiate us into the darker mysteries of the appreciation and 
depreciation of money, we have commenced to turn to his 
writings to see how the quotation for the pound sterling is 
progressing in other countries, and step by step the columns 
on the City page are becoming something more than a closed 
book to the anaemic denizens of our over-crowded railway 
carriages. The truth is, the men and women of to-day who 
wish to be something more than mere nonentities, can no 
longer afford to ignore the City news; they are expected to be 
able to discuss it with the men of affairs, consequently, the 
City article has not only progressed but has advanced in 
favour; it is not only n complete guide to the commercial 
business of the metropolis, it is also a reliable record of the 
happenings iif monetary circles all over the world, and among 
the many items which are furnished daily for our edification, 
we find the liSt of foreign exchange rates — 3 . few columns of 
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figures whiA, at the first glanye, look like the proverbial 
Chinese puzzle. Here is a specimen, taken from the Morning 
Post of 6th December, 1918. We print the list exactly as 
given in the paper, and, as will be observed, it contains the 
quotations for the two previous days, to wit, 5th December 
and 4th December — 


Foreign Exchanges s 


; Dec. 5th. 

Dec. 4th. 

Paris cheques (Bk, rate 5%) 

25 *974-25 *984 

25*974-25*98i 

Amsterdam clieq. (Bk. rate 4%) . 

11*20 -11*23 

11*25 -11*27 

Italy sight (Bank rate 5%) 

30*25 -30*374 

30-25 -30-37J 

Madrid, sight (Bk. rate 4J%) 

23*93 -23*96 

23*92 -23*96 

Switzerland (Bank rate 4^%) 

23*35 -23*40 

23*30 -23*35 

Christiania (Bank rate 6%) 

17*05 -17*10 

17-05 -17-10 

Stocklmlm (Bank rate 7%) 

16*53 -16*58 

16 55 -16*60 

Copenhagen (Bank rate 5%) 

17*75 -17*80 

17*75 -17*80 

Lisbon, sight (Bk. rate 5^%) 

32-33d 

32-33d 

Petrograd, siglit 

— 

— 

.'Vlexaiulria (Piastres to ;^) . 

97i 

97i 

Rio, 90 days (val, of milreis) 

13-13/16d 

13Jd 

Buenos Aires (90 days) 

52id 

52|d 

do. T.T. , 

51-l/16d-52-l/16d 

51-52d 

Valparaiso (val. paper peso) 

n-23/32d 

ll-*13/16d 

Montevideo (90 day.s) 

i 61d 

61d 

Do. T.T. . . .! 

1 58i-.5&|d 

58i-592d. 

Lima 

j 7J p.c. dis. 

7i p.c. dis. 

Bombay T.T. (Bk. rate 5%) . i 

j ls/5-31/32d 

ls/5-31/32d 

Calcutta T.T. (Bk. rate 5%) .1 

i ls/5-31/32d 

ls/5-*31/32d 

Hong-Kong T.T, 

1 3s/4id 

1 3s/4d 

Shanghai T.T. . 

! 5s/2d 

' 5s/2d 

Singapore T.T. .... 

1 2s/4kl 

2s/4id 

Yokohagia T.T. 

; 2s/2fd 

2s/2|d 

Montreal cable transfers^ . 

1 4/82-4*824 

4/81i--4*82} 

New York cable transfers^ 

1 4*76f-4.76-7/16 

4*76f-4-76-7/16 

New' York cheques ^ . 

4-76i-4-77i 

i 

4*774-4*77} 


We will now proceed to analyse tjiis list in the hope that 
by the time we have done with it the table of tht Foreign 
ExchangSs will be shqjrn of half its terrors to the uncomplaining 
and diligent seeker after wisdom and understanding. 

These rates refer to London drawings. 
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The first quotation, Paris^ represents the number, of francs 
and centimes which will be given for one pound steiling 
on the day current, 5th December, 1918. To get the true 
perspective it is necessary to imagine yourself on the Paris 
market, and if you want to send pounds sterling to London, 
the rate in question is that at which a cheque drawn on a 
London bank will be sold in Paris. However, as the reader 
will .note, there are here two rates, 25f. 97 Jc. and 25f. 98^c. 
These are buying and selling rates, and it is very necessary to 
distinguish between the two quotations. Take the first rate, 
25*97^, suppose you are in London and want to pay a debt 
in Paris in francs, you would find that the Credit Lyonnais 
in London would be prepared to sell to you 2Sf. 97 Jc. for 
every pound sterling you handed over in London. If, on. 
the other hand, a French correspondent has sent a cheque 
in francs to you in settlement of his debt, and you went to 
the .same bank in London you would find that the banker 
would require you to surrender 25f. 98^c. for every pound 
sterling he pays to you. In other words, he will sell to you 
at 25f. 97 Jc., but wlren it comes to buying from you he wants 
you to give him a centime more (i.e., 25f. 98|c.). Now, 
suppose you arc in Paris, is there any difference ? The 
French bank in, say, the Avenue de rOpera, has a number of 
cheques drawn on London banks in .sterling, you have the 
francs. If you want to purcliase one of these sterling chcqiK's 
you will have to hand the banker 25 francs 98 i centijnes for 
each pound sterling, but if you have sterling cheques in your 
possession, the bank ih Paris will only^be willing to give you 
25f. 97Jc. for each £1, There is thus a difference in the way 
the quotations appear in Paris and in London. To make it 
plainer, we will set out the figures- 

Cheques — London on Paris 25*97^ sellers. 25-98 buyers. 

Cheques — Paris on London 25-97^ buyers. 25-98 J sellers. 
In the first case it is just as if the bank said to you: We will 
exchange frafics into sterling for you, but you will have to 
surrender 25 francS 98J centimes for each London cheque 
for £1 we hand over to you.” 
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t)r, again I We will exchange sterling into francs just to 
oblige you, but we will only give* you 25 francs 97| cents for 
each cheque for £l you hand over to us/' 

In the secoJid case, the French banker in Paris nay be 
assumed to reply to your offer: " Oli, yes ! I will buy sterling 
cheques from you — I will give you 25 francs 97 J centimes 
per each £l tliey represent/' 

For ^^oiir part, you repl}^ — 

“ I waiit to buy sterling cheques drawn on London.*^ 
Very well," says the banker, you must hand me 25 
francs 98^ centimes for each £1” 

The same principles apply in the case of Amsterdam and 
tlie otlier European centres down to and including Copenhagen, 

^ Tire Amsterdam rate is for cheques or bills paya])lc on demand, 
that is, 11(1. 20c. per £\, Itaty quotes in lire and centesimi 
to £1, but here we get a variation, the word “ sight " is added, 
and, as the reader will readily perceive, it means the amount 
of Italian currency which is exchanged for £l in the shape 
of a sight draft, that is a bill drawn on a bank and payable 
at sight, or, in other words, immediately on presentation. 
To all intents and purposes, therefore, it is exactly the same 
as a cheque, for they are both really demand bills. The 
Madrid quotation is for sight bills drawn in pesetas and centi- 
mes; Switzerland in francs and centimes; and the three 
Scandinavian centres, Christiania, Stockholm, and Copenhagen 
represent the number of kroner and ore per £1, all for sight 
bills. 

The principal point to remember, in dealing with these 
currencies quoted in'' foreign units to the pound sterling is 
tliat high rates are for us, and low rates against us. That is, 
as far as our country is concerned. If the rate is high, that 
is more francs and centimes, lire and centesimi, kroner and 
ore, and pesetas and centimos, are cjuoted per pound sterling, 
the rate is said to be in favour of Great Britain, and it incans 
that th^ pound sterling has appreciated— it js worth more 
to these fbreign countries quoting for it If a small number 
of francs and centimes, etc., are being offered for our pound 
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sterling, the qiiotati(3n is against Great Britain, ^and the 
pound sterling is said to be* depreciating. This maxim, high 
rates are for us, low rates against us, has rather a differcfnt 
bearing when dealing in these currencies; just whether 
exchange is for or against you will naturally depend upon 
whether you are a buyer or a seller of foreign currency. If 
you are a buyer and the rate is high, obviously you will get a 
larger number of francs and centimes, or other foreign cur- 
rency, in exchange for each pound sterling you part with. The 
boot is on the other foot if you happen to have the foreign 
currency to sell. In the latter case, as the seller has to give 
up so many more francs, etc., for each £1, the rate is adverse 
to him. Similarly, when the rate is low, it is against the 
l)uyer, because he receives so many less of the foreign units, 
to each sovereign with which he parts, but if the operator 
be the seller of foreign currency, the low rate will be in his 
favour, because he is called upon to surrender so much less 
of the foreign cun^ency in exchange for our unit of currency. 
As far as the individual is concerned, then, the question as 
to what is a high rate and what is a low rate, depends upon 
whether he be a buyer or a seller. Seemingly, it is all very 
paradoxical, but so common is the error of regarding a change 
in the rate to a lower figure in foreign currency as a decrease 
in price, and vice versd, that some of the wits of the London 
market have composed little ditties to make the way plain 
for their clients. The writer calls to mind the following 
lines, which well illustrate these points — 

lt*s neither Dutch nor Irish, and the man js not a liar, * 

When he declares that foreign rates are lower when they’re higher. 

This assertion that high rates are for us and low rates 
against us, is only true when we get foreign units to the 
pound sterling; where pence are quoted for the foreign units, 
it is, necessary to re-state the rule. For exampl/e, in our list 
we^ get Lisbor^given as 32--33d. This quotation ii> usually 
understood to be fqr the milreis; in exchange cflrcles it is 
known to be p^nc*e per silver escudo, and it is the price at 
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which thf b«!nks in Lisbon were willing to sell sight bills on 
London on 5th December, 1918. ' Here again the reader has 
tef imagine he is in Portugal; he is supposed to be under the 
necessity of sending money to London; he goes to one of the 
banks in Lisbon, tells them what he desires, and asks what 
will be the rate at which he can effect exchange from Portu- 
guese currency {i.e., silver escudos) into British currency. 
On learning the rate, ho will hand over to the bank one native 
coin for each 32d. he requires to settle his debt in London. 
So far, all is plain sailing. But when these pence rates 
fluctuate, how are we to regard them ? The answer is, that 
low rates are for us, high rates against us, and for this reason. 
If you are buying the foreign unit, the more pence you have 
,to pay for it, the worse will be the rate for you. If, on the 
other hand, the rate is low, the fewer will be the pence you 
will have to part with and the better will be the quotation 
for London. Here, again, however, the student mu.st be 
careful to take into account that, as far as the individual is 
concerned, it all depends on whether he be the buyer or the 
seller. A low pence rate will suit the buyer all right, but it 
will be hard on the seller. On the contrary, a high pence 
rate will please the seller mightily, because he will get more 
pence for his foreign unit. 

Petrograd is shown in blank. In normal times, the quota- 
tion is for so many roubles for £10 (generally about 95 roubles 
go to £10), but during the war so depreciated has the currency 
in Russia become through the continual watering of the 
currency by large issues of paper not«s, that sometimes over 
400 roubles have beeii offered for £10 sterling; and as these 
pages leave for the printers' hands, no less than 750 roubles 
are being quoted for £10 in some parts of Russia. 

In the Russian exchange we revert to our former rule,* 
high rates are for us, low against us^ as the more roubles and 
kopecks we can get for a £10 Bank of England* note .the 
better it* is for London, and the higher is th^ value of t}ie 
pound sterling. The Alexandrian quoiiation is, as stated, 
for piastres to £1 — ^here in our list, it is 9^f •piastres to £1 , 
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and the same rule holds good, viz., it will be morevinfavourable 
to London if it goes down and more favourable if it goes up. 
The quotation is the middle rate quoted in Alexandria tor 
pounds sterling to be sent to London by telegraphic transfer. 
That is to say, for every 97| piastres you pay a bank in 
Alexandria the banker will pay to any person you name in 
London ^1, the instructions to pay being sent to the bank's 
London correspondent by telegram. 

I?io de Janeiro quotes its exchange in pence per milreis 
and expresses it in 90 days sight bills. The price, 13-13/I6d. 
is that at which bills will be sold drawn on London in sterling, 
payable 93 days after they have been received in London {i.e., 
sighted), the extra three days being days of grace allowed by 
English law, and if you were in Rio you would find that in 
exchange for each inconvertible paper milreis the bank or 
other exchange operator would hand you 13-l3/16d. in 
Englisli currency, only the bill for the latter would not be 
payable until 93 days after it reached England. This is 
another case in which, the unit being quoted in pence, low 
rates are for London, high rates against London. 

After again referring to our list, we find the next exchange 
is that for Buenos Aires. Here we get two rates, the one for 
90 days sight bills and the other for telegraphic trai^.aors. 
The quotation for sterling expressed in 90 days sight bills 
is, as will be seen, in pence, and it represents the number of 
pence which will be given in exchange for one Argentine gold 
dollar, the bill of exchange sold by the bank or exchange 
broker being a bank draft, that is, a bill drawn on a f-ondon 
bank, payable 93 days after sight. TTie telegi'aphic transfer 
quotation — 51-l/16d. ~52-l/16d. — ^is for sellers and buyers. 
The banks will sell sterling, that is, will sell 51--l/16d. for 
‘one Argentine gold dollar, and on payment of the dollars 
will immediately instruct their London branch by cable 
to pay over the sterling equivalent to the person designated 
by you. Th^^ second rate, 52-l/16d., is that at ^hich the 
bank will buy from you. Suppose you were in Bilenos Aires, 
you have a sum di money to your credit in London, the bank 
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will buy Jhe’right to receive it from you^at 52-l/16d., tliat 
ijj to say, the banker wants (5nc penny more per gold 
dd!lar Jthffn the rate at which he is willing to sell sterling 
to you. « 

A vsimilar explanation fits the Montevideo rate, the first 
quotation is for bills drawn on and payable in London 93 days 
after sight, and is 6 Id. The second is the rate quoted for 
transferyng sterling by telegraphic transfer from Uruguay 
to London. In 90 days bills the quotation is for bank drafts 
drawn on London and for each Uruguayan gold dollar paid 
in Montevideo, 61 d. will be given in exchange. The tele- 
graphic transfer rate is also in each case for pence per 
Uruguayan gold dollars in exchange for which sterling is 
.paid in London. 

The Lima rate is a little peculiar, and in it w^e hit upon 
one of tliose little idiosyncrasies which seem designed to 
worry the exchange student. 7-^ per cent, discount," 
without any further explanation, does not enlighten us much. 
Those who deal with Peru, however, will tell you that tlie 
quotation is that for our old friend the 90 days sight bill; 
it will l)e drawn on London, and in Lima for every Peruvian 
£100 paid over by the buyer to the banker, the latter will 
hand him a bill, drawn at 90 days siglit on London for 
£107'5s. The Peruvian pound, commonly so called, is really 
the Libra, a gold piece equal to ten soles, which again is 
taken as the (‘quivah'ut of one pound sterling, and from the 
way the rate is quoted it is plain that gold is at a premium 
in Peril of 1 \%. • 

Tlie Bombay and*the Calcutta rates are for telegraphic 
transfers, and for every rupee paid over to the bank in 
Bombay and Calcutta it will instruct its London branch to 
pay to a named person in that city Is. 5-31/32d. 

For transferring money in the jeverse direction it costs 
about l/32dj*to l/16d, per rupee more. For example, iLyou 
wanted *to send mqney to your principals iq* Bombay, ^he 
banker would probably agree to instruci his branch there to 
pay so many nipees at, say. Is. 6d. to Is. 6-V32d. per rupee. 
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The Hong-Kong and Shanghai quotations aVe capable of 
somewhat similar explanations. Take Hoiig-Kong, here the 
person desii ing to remit sterling from Hong-Kong for paymfot 
in London, pays in Hong-Kong one dollar for each 3s. 4 Jd. to 
be handed over in London after the cable has been received 
and de-coded. The Shanghai quotation is also for telegraphic 
transfers, the unit there being the tael, so to pay 5s. 2d. in 
London on the day in question, it costs one tael in Shanghai. 
Then the Singapore quotation is for transfer by telegram, 
and the currency unit is the Singapore dollar. TJie Yokohama 
rate is for Japanese yen, and in each case we get the sterling 
wliich will be paid in due course in London in exchange for 
ore dollar, yen, etc., paid in the foreign country. 

The Montreal rate is for Canadian dollars, and as the 
asterisk denotes, refers to London drawings, so for every 
£1 paid in London the bank will pay to any person you like 
to name $4*82 cents in Montreal, tlie remittance being made 
by cable transfer, which is nothing more nor less than our 
old friend the telegraphic transfer in a new guise. Cable 
transfers arc exactly the same as telegraphic transfers. 

The other rate — $4*824 — ^is that at which the bank will 
buy from you your right to dollars and cents in Montreal. 

The New York rate is similarly explained, the quotation in 
this case being for American gold dollars, therefore for £1 
you purchase the right to receive $4*76| in New York, the 
order to make the payment being sent by telegram or cable, 
whichever the reader likes to call it. If you elect to take 
your money by cheque, the person to whom you send the 
cheque will receive half a cent more in New York for 
every pound sterling you pay in London, which is by way 
of a small compensation allowed by the bank which has had 
the use of your money for a longer time: in other words, 
it is interest. 

It might be useful to mention that these quotations referring 
to, London drewings are merely those which have come into 
force during the war. In general practice, the New York 
rates are those rin force in New York, and the Montreal rates 
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are those, in *' force in Montreal, not London, and possibly 
when peace conditions once more obtain we shall find the 
dealers — ^and the newspapers — ^reverting to the old practice 
of quoting the American rates and Canadian rates as -given 
on the chief centres in those countries. 

As a matter of fact, the real rates for London drawings are 
given separately in the newspapers under a heading called the 

Course^of Exchange,** which we may now proceed to examine. 

In market parlance this schedule of exchange rates is 
called the On ’Change table, and the quotations which it 
gives — those ruling in I.ondon, are not nearly so important 
as those embodied in the Foreign Exchange ’* list, v;hich 
quotes the equivalent of our currency in all the principal 
/oreign centres. The Course of Exchange is published in 
the newspapers twice a week, on Wednesdays and Fridays, 
and the rates included arc those at which business has actually 
been done on the preceding days, Tuesday and Thursday. On 
'Cliange, Tue^sday and Thursday are the two great days of the 
week, it is on these days that the full force of the mercantile 
interest, the financial interest, and the banking interest is 
felt and is in attendance in the grand old building in which 
the principal dealings take place — ^the Royal Exchange. 
Most people know the origin, some know the history of this 
stately edifice, and a few know for what purpose it was erected. 
Sir TTiomas Gresham, who was one of the most successful 
and one of the most enterprising of London merchants in 
the time of Queen Elizabeth, caused it to be built for the 
convenience of his confreres in the City of London: he wished 
them to have a place in which to transact their business^ 
a meeting place of which they all could be proud. Many 
changes have taken place since then, and the Royal Exchange 
has been altered again and again since it was destroyed^ 
by fire, and few of our forefather^, could they rise for a 
moment from the grave, would be able to recognize *the 
beautifuf building which now stands on the s.ie of the fifst 
Exchange. * * 

It is in the majestic hall, resplendent withdts magnificent 
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panel pictures, that the banker rubs shoulders ^with the 
merchant, that the broker jostles the dealer, and the office-boy 
treads on the toes of the august senior clerks without 
fear €rf the consequences. In this democratic age such an 
institution as the Royal Exchange is rather a useful place; 
somehow or other it seems to be a place where all are equal, 
and if ever there was a spot in which the distinction of wealth 
is upknown, it is on 'Change. As an anonymous writer once 
put it: ** The small jostle with the great, heedless of right 
or might, and the concerns of the one weigh as hea\dly as 
those of the other in the breasts of the individuals affected, 
and of those with whom they have dealings.” The scene on 
'Change when business is in full swing is always a sight worth 
witnessing, even to those who arc regulai' habitues of its 
precincts, and the chance loiterer w-ho happens to be strolling 
in the neighbourhood of the Ro3^al Exchange might do 
wwsc than spend a few minutes in w^atching the lively antics 
of the sedate managers of banks and City houses. 

The quotations in the Course of Exchange are those at 
which bills drawai on the various countries have been bought 
or sold, and at the close of the bargaining the records are 
prepared and handed to the Press for publication on the 
following day. The lists, as has been said, are published 
only twice a week, and the reason is that London, being the 
international monetary centre of the world, has more bills 
drawn upon her than she draws on other countries, conse- 
quently, dealers in foreign exchange are much more keenly 
interested in the rates ruling on foreign centres tha-n they 
are concerned with those settled in London. The following 
list is that which appeared in The Times of 20th December, 
1918, and shows the price current on the previous day. It 
'will, perhaps, be useful to quote the words preceding the 
table. The Times City editor said — 

'cOn 'Change rates 3n Belgium, Portugal, Holland, atid 
Scandinavia F«ioved in favour of this country. Spanish and 
Swiss currencies ^improved in value. The following rates 
were quoted — ” 
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Amsterdam ^ . 

Cable 

1M6 

11-21 

Belgium* ..... 

Cfliequc 

* 27*25 

27*50 

Paris ..... 

Cable 

25-96 

25*98 

• „ . . three months 


26*35 

26*50 

Switzerland .... 

Cable 

23* 

23*10 

,, tliroe nionths 


23-40 

23-55 

Genoa ..... 

Cable 

30*25 

30*37.1 

Spain ..... 

Cable 

23*83 

23-93" 

,, . three months 


46J 

m 

Lisbon and Oporto . 

Ca])lc 

331 

311 

Copenlisigen .... 

Oible 

17*58 

17-68 

Christiania .... 

Cable 

16*86 

16.9fe 

Stockholm .... 

Cable 

16-17 

16-27 


The first thing wc have to bear in niind here is that the 
Course of Exchange records dealings from London^ in contra- 
distinction to the “ Foreign Exchange list, wliich expresses 
the rates in force in foreign centres for drawings on London. 
In the Course of Exchange, therefore, tlie rates for long-dated 
paper (three months' bills) are higher than those for short 
bills and telegraphic remittances. For each sovereign we 
get more florins and stivers, francs and centimes, etc., if we 
buy a bill payable three months hence than we do if we pur- 
chase a cheque or a cable transfer. Then, there are one or 
two ways in which this list differs from the Foreign 
Exchange " list. The Amsterdam rate is tliat quoted for 
transferring money from London to Amsterdam, it is for 
florins and stivers to not florins and cents, as in our other 
table. In this case, 20 stivers go to the florin, and if we 
compare this with the Amsterdam on London rate, in whicli 
100 cents equal one florin, it will be plain that the stiver is 
equivalent to 5 cents. Why the exchange dealers stick to 
this old fashion and giVe the fractions of the floi in (or guilder, 
as some of them still call it) in stivers, is beyond our com- 
prehension, but while they continue the practice it will still 
be nece.ssary for us to twist our brains round and when* 
quoting the Dutch exchange from London, instead of saying 
£1 =: florins UT6 cents, we must call it florins 1 l-032i6tiver^ = 
£1. Th(? Belgian, French, and Swiss quotations present ^jio 
difficulty, fhey are for francs and centimes. Genoa is for 
lire and centesimi to the pound sterling, ti is when we get 
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to Spain we find aj)ccnliarity introduced; the cabbie exchange 
is given in pesetas and centimos to £1, while the price for 
three months bills is marked 46Jd. The meaning of the 
latter^rate is, that for each 46|d. paid in London the dealer 
will sell a bill for 5 pesetas drawn on one of the principal 
centres in Spain, such as Madrid. Lisbon and Oporto rates 
give the number of pence which it will take to purchase one 
milreis. Copenhagen, Christiania, and Stockholm are all for 
kroner and ore to £1. 

These little idiosyncrasies all go to confuse the young 
student, and even the seasoned operator may be forgiven for 
sighing for the time when all the rates will be quoted in the 
same way, and not some in foreign currencies and others in 
sterling. Thevtrouble does not always end when one becomes 
familiar with the rates; we in England aie so used to seeing 
prices quoted differently; generally tlie Englishman gets a 
price stating the number of articles for a given sum of money, 
in the Course of Exchange he gets the prices for definite 
articles. It would be all right if we were familiar with quota- 
tions such as '' 2 '' for articles costing 10s. each, or 4 " to 
£1, instead of 5s. each, and if the after-lunch cigar, instead of 
being priced at 6d., was scheduled at ** 40 " to £1, we should 
then soon get into the habit of seeing at once whether our 
charges for various items were rising or falling, and, in 
addition, the foreign exchanges would have no terrors for us; 
still, our City editor might then lose his delightful task of 
enlightening us, which would be a pity. 

The reader will notice that in the editor^s introduction to 
this Course of Exchange he mentioned that rates on Belgium, 
Holland, and Scandinavia moved in our favour; what do we 
understand by that statement ? Simply that more of Belgian, 
Dutch, and Scandinavian currency units were being given 
in exchange for the pound sterling. The Portuguese rate 
alsQ favoured us, but be careful not to fall into a trap with 
tl^^at rate, wlych you will see is quoted^ in pence. Here, to 
be in our favour it, means that the quotation mtist be such 
that we have to pay less pence for each milreis we buy, so 
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if llie pence ‘rate had gone up it would have been against 
London; as it was, the rate camfc down a fraction and was 
therefore in our favour. We also read “ Spanish and Swiss 
currencies improved in value.*' Now, what is meant by ^at ? 
As far as London is concerned, the answer is tliat in the case 
of the Spanish cable remittances we get less pesetas and 
centimos for each pound sterling, and with the three months' 
rate we pay more pence for each 5 pesetas we buy, or, to put 
it the other way round, if we are selling, we get less pence for 
every 5 pesetas we surrender. In the case of Switzerland, if 
Swiss currency has improved in value, obviously the pound 
sterling has decreased in value, therefore for £1 we shall get 
less of the Swiss francs and centimes if we arc buying, and 
will have to give up more francs and centimes if we are selling. 

It is therefore quite certain that when in the Course of 
Exchange we get rates quoted in foreign currency to the 
pound sterling, they are cheaper to us when they rise and 
dearer when they fall; but when we quote in pence, such as 
pence to milreis, pence to pesetas, and so on, they are cheaper 
for us when they fall and dearer when they rise. 

We can check this by referring to the rates at which 
business was done on the preceding “ On 'Change " day, 
that is, on 17th December, 1918. On that particular day 
business was done in Lisbon bills at 33'^d. per milreis; on the 
19th December, 33 Jd. was the rate, thus showing that the 
purchaser of bills in l.ondon drawn on Lisbon had only to 
pay 33 Jd. for each milreis as compared with the 33^d. paid on 
the 17th December. Spanish cable remittances were sold 
on the same, date at thft rate of 23 pesetas 85 centimos to the 
pound sterling, but on the 19th December 23 pesetas 83 
centimos only were given in exchange for £1, indicating that 
the rate had moved against London and in favour of Spain. 

It remains to be added that the two columns in each case 
represent two, classes of remittance, !he first column is for 
bank remittances, the second for commercial Remittances^ 
In other words, bank bills cost more thg-n the commercial 
bills — ^thc reader will note that he receives less pf the foreign 
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units in tlie case the foreign money for the 6ett/n- class of 
paper. Note Paris ; in exchange for one sovereign you get 
26 francs 35 centimes if it is a bank bill, but if you agrec‘'to 
take*a commercial bill, the dealer throws in 15 centimes more, 
that is, your rate will be 26 francs 50 centimes. The latter 
is, therefore, the cheaper bill because you get so many more 
of the foreign units for your j>ound sterling, and the reason 
is that the commercial bill is inferior security to the bank 
iustrument. 

Finally, in both the foreign exchange quotations and in 
the course of exchange, the cheques are popularly known 
as “ Short Exchange,"' while the bills at three months" datc^. 
are called the '' Long Exchange."* A brief explanation will 
make this clear. Let us take London first. If wc are buying 
bills in London drawn on Paris, the long rate; or long exchange, 
is simply the short exchange with the amount ot inton'st 
for three months added to it. For example, short exchange 
was 26f. 96c. in our Course of Exchange; suppose the market 
rate of interest was 5% in France. F'ive per cent, for three 
months added to 25f. 96c. is 26f. 28c. (25*96 + *324), to which 
has to be added a small charge for Frencii stamp duty and 
a trifling sum often charged for contingencies, in all, say, 
•07 centimes, and we get a rate of 26f. 35c. as the “ long," 
or tliree months" rate for bank ])ills drawn from London 
on Paris. 

If, however, we are operating in the reverse direction and 
are drawing bills in Paris on London, and we take it that the 
same rate of intercst-*'5% — is current, instead of adding this 
interest we deduct it from the short ejfchaiige, and the result 
is the three months" rate on London in Paris. Referring to 
our foreign exchange list again, we see Paris quoted 25f. 97 Jc. 
* and deducting from this three mouths" interest at 5%, say, 
•324, we get as tlie answer 251.651; and allowing for stamp 
and chasges, the three months’ rate comes out at 25f. 626c. 

^ Strictly speaking, this addition or deduction Trom the 
short exchange is ^ merely another way of expressing the 
discount allowed for the time the bill has to nin. The banker 
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has the jise^of the money for three months and the small 
aanount he pays in interest is by way of compensation for 
tl!e privilege of having the amount of the bill in his hands 
for the period in question. • 

It seems a little funny, too, for the novice to deduct the 
interest or discount from the short exchange in one case and 
add it in the other, but a little thinking will soon show the 
reason. Start with the London quotations and take IJaris 
again. You will notice that for a bill payable in thiee 
months' time you obtain 39 centimes per pound sterling more 
than you do if you purchase a cheque or cable transfer. 
This is because immediate payment has to be made by the 
banker on the other side, and in the other instance he will 
not pay away the cash for three months, so he has to give 
you such an amount over and above the short exchange as 
will enable the person to whom you send the bill to sell it 
and still receive about the same amount as if you had sent 
him a '' short " bill. Now take the other side, for cheques 
drawn in Paris on London, which have to be paid immediately 
the cheques are presented to the bank in London. The rate 
is 25 francs dl\ centimes, but if a banker sent me a bill for 
three months, 25 francs 62 centimes per pound sterling will 
be the rate, since as the banker has not to pay the money out 
for three months, his correspondent in France can afford to 
sell you sterling bills in Paris drawn on London in exchange 
for a less number of francs than he would demand if you 
wanted from him a cheque payable on demand, or desired 
him to^ send a telegram from Paris i,o London asking his 
English correspondent to pay so many pounds sterling to a 
named person. 

Speaking of cable rcnnittances reminds one that the appear- 
ance of the word “cable" in these Continental quotations* 
is an iTuiovation which has mainly qpme about through the 
Great War. Formerly, we generally had only the “ cheque " 
quotatioift to -worry ps, but owing to the great delays that 
have taken {)lace in the despatch and receipt of mails, foreign 
exchange dealers have had to work on a telegraphic business. 
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Whether they will continue this method after the 'Peare Treaty 
is finally signed remains to be seen, but it must not be 
forgotten that it has been possible all along to purchase cheques 
or deYnond bills if one desired such a form of remittance. 
Telegraphic quotations have been devised more as a con- 
^'enience to the bankers and others operating in exchange 
than f('>r anything else, so possibly, if only on account of the 
extra expense, they may soon die a natural death. 

In conclusion, we may here anticipate a likely question 
whicli might arise in connedion with these sterling bills 
drawn from Paris, or, for that matter, from any other centre, 
on London. The point was once raised by a member of the 
audience at a lecture given ])y the author on foreign (exchanges. 
This matter of three nioriths’ bills had been explained at some 
length, when a gentleman wath an enquiring turn of mind 
jumped up with tliis poser — 

** That's all very well, Mr. Lecturer, but suppose I happened 
to be the creditor in London to whom is owing, say, 100, it 
won't benefit me one little bit if a sterling bill is sent to me 
payable at three months' date, and the chap in Paris gets it 
cheaper than he would have done had he sent me a demand 
bill or a cheque, or liad remitted the money by telegraphic 
transfer, llie buyer in France would get the benefit, w'hile 
I, if I wished my banker to buy the ;£100 bill from me, would 
be mulcted by his deducting the market rate of discount 
for three months; so if I had sold my goods for £100 net, 
I should be in the unhappy position of receiving less than 
£100 for m}^ sale.'' 

The answer in such a case is, it woutd all depend upon the 
terms of the contract between the parties to the transaction. 
If the terms wxrc that the goods were supplied in exchange 
for payment by three months sight bills, the seller of the 
merchandise w'ould ha>'e nothing to complain about, and 
having tbceived the £100 bill he would either Aave to wait 
for three moivths (plus three days of grace allowed by English 
law) before he copld' demand his money, or, in the alternative, 
he could sell his bill under discount and receive a little less 
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than £1(K). On the other hand, if he had made hard and 
fast terms to the effect that the buyer of the goods was under 
oT^ligation to pay him £100, neither more, nor less, then the 
remitter from France, if for any reason he desired td scmd 
the London man a three months* bill, would naturally be 
obliged to purchase a draft in Paris for a sufiicient amount 
over and above £100 as would out-turn tlic exact sum 
required in London. • 

As a final word on this subject of interest or discount on 
])ills of exchange which are drawn payable other than at 
dtmiand or at sight, it might be well to point out that it is 
important for the student to remember that when it is a 
question of turning the bill into immediate cash, the discount 
,is calculated at the rate current on the market in which the 
bill is payable, not in the place where the bill is bought. 
Moreover, the place in wdiich the bill is payable is not always 
the centre where the bill is accepted, for in numerous cases 
bills are drawn on and accepted in one country, but are made 
payable in another country. For example, many bills are 
drawn on and accepted in Paris, but are payable in London. 



CHAPTER VH 

Cr 

Which shows how Bankers confer upon clients the right to draw 
Bills of Exchange. 

From time to time throughout this book we have spoken of 
the drawing of bills of exchange without troubling ourselves 
whence the bills emanate, or by wiiat right persons or firms 
draw upon one another for sums of money. We liave , 
spoken of bankers* bills and of commercial bills, just as 
though it were the simplest thing in the world to scribble out 
on a piece of paper a demand for a certain sum of money, 
address it to a certain person, and forthwith proceed to sell 
it for wliat it will fetch according to certain well-defined ruh?.s 
and regulations. Now, if the ordinary supply of bills of 
exchange runs out, bankers and finance houses can, and 
very often do, manufacture bills of exchange and sell them 
to persons requiring them; they are able to sell them because 
they ai*e well known as bankers, and the houses upon which 
the bills are drawn up are usually reputable bankers, too. 
With ordinary persons, it is not always so easy or simple to 
raise the wind, so down a long vista of years there has been 
evolved a system by Which merchants, traders, financiers, 
and private persons are able to draw bills of exchange and 
procure money upon credit, so to speak. The system we 
refer to is that known as the drawing up and issuing of a 
Letter of Credit, which is usually a banker's authority to 
another person to draw, bills upon the banker, 

T3ie letter of credit in its simplest form is probably that 
ddightful document with which you furnish youpe*lf before 
you set out on a more or less extended and pleasant journey 
round the world — in a word, a Travelling Letter of Credit. 

78 
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Such a dotuincnt is generally issuecj by a banker to clients for 
the purpose of enabling them to obtain money as and when 
most convenient to themselves on arrival, or during a sojourn 
in a foreign land. It is a polite request from the befnker 
to his foreign agents and correspondents to furnish the 
person in whose favour it is drawn with funds — in effect, it 
is really an authority for the named holder to draw bills 
which the foreign bankers cash and send forward to Jthe 
issuing banker for payment. The total amount up to which 
a beneficiary may draw is always stated plainly, both in 
figures and words, the object being to limit the sum for which 
the bank(?r is liable; he, we may be sure, has no desire to give 
unlimited credit to his client, especially when that client 
Jiappens to be travelling abroad. In this connection we have 
heard of unlimited credit being given, but only in novels I 
Alexandre Dumas, for example, tells us of some such docu- 
ment being in the hands of the immortal Count of Monte 
Christo, Our readers will possibly remember the iitiiidish 
delight witli which the worthy Count called upon M. le Baron 
Danglars with tlie authority of Messrs. Thomson Sc French, 
the Italian bankers, to open an account with Danglars for 
an unlimited sum. What these bankers were supposed to 
have given the Count of Monte Christo was a traveller’s letter 
of credit entitling him to draw upon the French banker, 
Danglars, for any sum he pleased — -Thomson & French, of 
Rome, having set no b(junds to their engagements. In the 
circumstances, we may pardon Danglars for expressing 
surprise at the unusual form of thi? authority, and even 
sympathize with him when the inimitable Count still further 
perturbed him by producing two similar letters of credit, 
the one granted by Viennese bankers, authorizing him to 
draw upon the house of Rothschilds, and the other one* 
granted by Baring Brothers & Co.,„of London, instructing 
the French banker, Laffitte, to honour the Count of Monte 
Christo’s*signature to an unlimited extent. Such an occur- 
rence is, however, merely the product of*the fertile imagina- 
tion of Dumas, and is never likely to occur in-practice, even 
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though the client be a multi-millionaire. True, wc«have the 
case of the Good Samaritan’s credit in the Bible, already 
mentioned; he gave the innkeeper two pence to expend upon 
the n!an who had fallen among thieves, and promised to repay 
whatever else the innkeeper expended, or, as we should say, 
advanced — ^in a way, that was unlimited credit. But bankers 
to-day are not philanthropists, they are the custodians of 
othfr people's money, and as such are bound to take steps to 
limit their liability on any credits granted. 

After which digression, let us return to the traveller's 
letter of credit. 

Generally speaking, the bills that come forward as a result 
of drawings under such credits are demand bills. Sometimes 
the foreign bankers w^ho pass over cash in the foreign town, 
to the holder of the credit, get him to put his name to a form 
of demand bill, and then pay over the amount; in other cases 
the banker simply requests the beneliciary to sign a receipt, 
which amounts to the same thing, since in practice both forms 
eventually reach the banker who has issued the letter of 
credit, and he has to recoup the foreign correspondent for 
the amounts paid out. 

There are, however, many other forms of letters of credit 
issued by bankers, and the principal ones with which the 
exchange student will meet early in his career are those 
used in connection with the import and export trade of a 
country. They are many and varied, and it would take a 
whole book to describe the ramifications of the numerous 
credits in force, so it Wll perhaps suffice if we give 4i sum- 
marized account of those more frequently seen in daily 
commercial intercourse. 

Before describing the actual credits, let us see how they 
"arise. We will suppose we are in Manchester and w'e desire 
to send out to China a shipment of calico piece goods. We 
aro anxibus to obtain our money before we part with the 
g€)ods, how siiall we get it ? Well, one^ way is to draw out 
a bill of exchange upon the consignee on the other side of 
the world, somewhat in the following form — 
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Exchange ;il00. 

No Manchester, 11th Feb., 1919. 

Siam!) ■ 

Is. 

At three months after sioht of this first of Exchcoi^^e [second 
and third of same tenor and date unpaid). Fay to the Ordet of 
the Flanktown Bank, one hundred pounds, value received. 

John Jones. 

To Timothy Brown, Fsq. 

Shanghai. 

We attach this bill to the shipping documents — say, bill 
of lading, policy of insurance, invoice, etc., and then try to 
, get a banker to purchase it from us. But suppose the banker 
is nervous about taking the risk, and bankers very often are 
nervous unless they know the sliippcr very well indeed — 
what are we to do ? One method is to ask the importer in 
China to communicate with his banker over there and get 
him to wire or write to his agent in London or Manchester 
to hand us an authorization to draw bills upon either the 
banker or the importer in China under a more or less stringent 
guarantee that the bills will be accepted when presented and 
paid in due course. With that authority in our hands, we 
can take our bills to the banker in England and he will buy 
them without further ado. 

Now let us transfer our affections to Burma. Say we have 
a good fellow out in Rangoon from whom we are anxious to 
obtain* some of tho^e indigestible 6eans with which food 
controllers have so often fed us during the war. The dealer 
in these beans at Rangoon is quite ready to send them to 
London, but he wants rupees as soon as they are put on 
board the steamer, how are we going to manage to oblige 
him? The procedure is simple. We go to our bankers, say 
the Hon^-Kong and Shanghai Banking Corporation, and ‘ask 
them to adyise their Rangoon branch to acquaiift the exporter 
of beans with the fact that a credit h<is been opened with 
them guaranteeing that his bills will be met witli due honour — 
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that is, accepted and paid, a if drawn and accompainied by 
shipping documents for the cargo of this article of food. 
The Rangoon Agent of the Hong-Kong Bank will, on receipt 
of thi^ information, advise the shipper, who will then prepare 
his bill, present it to the bank with the shipping documents, 
and so get his money. 

This, then, is a rough description of what happens in the 
case^of imports and exports, but let us look a little further 
into the matter to see what manner of document it is that 
these banks hand over in such cases. 

First we get what is known as a Banker's Credit. This 
credit by previous arrangement with the bank, usually takes 
the form of an authorization by the importer to the exporter 
to draw bills upon a certain named bank, and, at the request 
of the importer, this bank, when the bills come forward, 
undertakes to accept them on behalf of the importer, subject 
to compliance with the terms of the credit. Later on, the 
bank having placed its name on the bills as acceptor, will 
pay them when presented by the holder, though, of course, 
for this purpose he is put in funds by the importer in good 
time before the acceptance arrives at maturity. 

A banker's credit sometimes takes the form of an intimation 
from one bank to another that a merchant or bank has opened 
a credit with them for bills to be drawn under terms, and 
this intimation is often accompanied by the statement that 
the credit is an Unconfirmed Credit," that is, it is merely 
an advice, consequently the right of cancellation is reserved. 
It should be noted tha.t even under an unconfirmed ccredit 
the exporter does not draw his bills on the importer, but on 
a bank, although the bank in this case does not guarantee 
or confirm in advance that it will accept the bills. It is as 
if the bank said: " We will accept the bills drawn upon us, 
but we do not definitely jundertake to do so." In an uncon- 
firmed credit you would find no clause such as: We under- 
take to honour the drafts." This credit is valid until cancelled, 
and some banks go «30 far as to say that there is a right of 
cancellation, whether the beneficiary agrees or not, a point 
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which lawyers will sooner or latea* decide to the greater or 
less satisfaction of interested parties. 

^ext we get a Confirmed Bankers* Credit, and the difference 
between this document and a banker's credit withouf the 
word '' Confirmed " should be noted carefully. A confirmed 
banker's credit is one issued by a bank in which that bank 
undertakes, subject to the fulfilment of certain terms and 
conditions, to accept and pay at maturity the bills drawn 
under the authority so given. It is the banker here who 
gives the actual authority, not the importer. People working 
under these credits understand ejuite well that the bank 
issuing such a document will not, within the prescribed 
currency of the credit, cancel it without the concurrence of 
the beneficiary. Then, again, the reader should bear in 
mind that, with a confirmed banker's credit, the drawer of 
a bill has the assurance of the bank that it will accept his 
bill on presentation; in the case of the unconfirmed credit he 
has no such assurance. 

There is one point which deserves to be noticed in connec- 
tion with these bankers' credits. It is this: the foreign and 
colonial banks who negotiate bills drawn under such credits 
are frequently not the banks who have actually opened the 
credits, A few words will make this clear. We may assume 
that you go to one of the Colonial branch banks in London 
and ask them to purchase the bills of Tom, Dick, or Harry 
abroad against shipment of some commodity to you. “ Sorry," 
says the banker, " but you must get a confirmed banker's 
credit for that busuicss." Well, as* you want the goods, 
there is nothing else for you to do but to go to your own 
banker, who will probably agree to give the credit required, 
so he arranges details with you and when the credit is fixed 
up he sends along to the Colonial bank a request to advise 
out to its branches abroad a confirmed banker's credit. 
In a word, your bank confirms that it will accept Ihe bills 
drawn upoij it subject to terms and conditi«>ns, and the 
foreign or Colonial bank is only the intermediary through 
which the credit is worked: we might even go so far as to 
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say that it is a sort of double opening of a credit. Tiie reason 
for this curious practice is that in exchange banking it is^ a 
vital necessity for exchange banks to keep their funds liquid; 
in financing foreign trade they want to be in a position to 
buy and sell bills, and do not care to tie up large sums in 
acceptances, which would preclude their financing the large 
overseas trade promptly and effectively. 

Xhere is still another form, which is perhaps more widely 
used than any other. It arises in this way. The importer 
knows the exporter will not send goods along unless some 
arrangement can be made for him to get his money on the 
spot, so what he does is this: he goes along to the banker, 
say, in London, with whom he is well acquainted, tells him 
the position, and the banker arranges the matter. \Vliat. 
the importer says to the banker, in effect, is this: I have 
a consignment of goods coming forwmd from India, you 
might get your branch out in Bombay to negotiate Abdul 
Mahomed’s bills on me at three months sight.” ” Very 
well,” answers the banker, ” but fill up this form first.” The 
form the importer signs is something like this: it generally 
begins with the words, ” Please open a documentary credit 
in favour of so-and-so,” then mentions the total sum up to 
which bills are to be drawn, gives a few particiilais of the 
merchandise to be shipped, and a few other details regarding 
insurance, etc., and in consideration of th« bank’s agreeing 
to instruct its foreign branch to negotiate the bills, he, the 
importer, agi’ees to accept them when they are presented 
to him in London, arid to pay therq at maturity. When 
this form is completed and signed, the London banker sends 
out an advice, either by telegram or by mail, according to the 
arrangement made, instructing his Indian branch to com- 
municate its contents to the shipper there. Wlien the 
advice reaches India, the banker there acquaints the exporter 
of ®its tferms, and often favours him with the gratuitous 
information that it is not a bank credit*. In fact, if you ask 
a banker what it is, he will tell you that it is merely an 
authorization to him from the importer to buy the exporter’s 
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bills, on .^he distinct iinderstandjng that the importer will 
accept and pay them as and when due. All the banker 
deles is to pass on the information and leave his foreign branch 
to act upon it or not, as it may deem proper at the -time. 
In the advice to his foreign manager the banker doesn't say, 
“You must," or “You shall," "buy the bills of Mr. So- 
and-So" ; he contents himself with the words: “You may 
buy," or “ You may negotiate the bills," and the effect, 
obviously, is to allow the manager on the spot a good deal 
of latitude in his dealings with the foreign exporter. 

We have arrived at this point, then, that the exporter in 
India has received this advice; what he does is to prepare 
his bills and all the rest of the paraphernalia connected with 
the shipment, and in ninety-nine cases out of a hundred, if 
everything is in order, the banker abroad takes the bills and 
other documents, pays over the money, and sends the complete 
set to England. In the course of time they reach the London 
bank, which presents the bills to the importer ; he accepts 
them, and pays the bills in due course. 

Now all thest^ credits may be made revolving. That is 
to say, when bills for the total amount named in the credit 
have been drawn, the credit can be re-opened for a like sum 
for which the original arrangements were made, always 
supposing it is the banker's pleasure to fall in with the wishes 
of the traders on this point. The banker, may, of course, 
decline to negotiate any more bills until some or all of those 
already drawn have run off, and in that event, when the 
credit \s exhausted, the person operating on it cannot pass 
more bills through the^bank. Importers nowadays, however, 
are quite ready to meet this emergency should it arise, for 
they make arrangements with a number of banks to open 
credits for them, and in that way although the total indebted-* 
ness of a firm on bills drawn under credits may be large, the 
risk, as far as the banks are concerned, is distributed, each 
bank, soYo say, takipg a share of the finance (if the bills in 
connection with a firm's shipments. , 

The credits we have examined by no means, exhaust those 
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in vogue, but they arc sufficient to indicate to the reader 
some of the channels through which bills pass before they 
eventually find their way to the London and other financial 
centivis. 

It is plain that the opening of these credits by bankers in 
connection with the foreign trade of the various countries 
has for effect the bringing into being of a large proportion 
of the bills of exchange whose tortuous career we have 
investigated step by step throughout the preceding chapters. 
It by no moans follows, however, that the bills are always 
drawn against shipments of commodities; there are drawings 
in plenty against shares and securities of all descriptions, and 
any one who has transactions of any magnitude passing 
tlirough his hands will often meet with bills of exchange 
attached to share certificates, or even transfer deeds. Other 
bills are constantly drawn clean; that is to sa 3 ^ they have no 
documents of any shape or form attached to them. The 
mention of clean bills reminds us, too, that there are what 
are known as clean credits. A clean credit is one which 
authorizes the drawing of clean bills, and bankers as a rule 
are very clnu'y about opening them, since if anything goes 
wrong with the business, that is, if the drawee for any reason 
refuses to accept the bill, or, having accepted it, is unable to 
pay it at maturity, obviously there is no tangible security 
upon which the banker can exercise a lien pending payment, 
or the settlement of the claim against the drawer. 

However, to return to the bills with documents attached; 
these, generally speaking, fall under two headings, those 
marked “ D/A ” and those marked D/P.*' When these 
bills from abroad reach the hands of the banker, the first 
thing he does is to present them for acceptance. In the case 
of the D/A bill, which, being interpreted, means Documents 
on Acceptance Bill, immediately the person upon whom the 
bill, is drawn accepts it, that is. writes across the face of the 
bill the words, “ Accepted— payable at the Bonifdce Bank 
24/1/19 — John JonCjS,*' the bank hands over the documents. 
With the “ D/P’* bill, that is, a Documents on Payment 
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Bill, notfvithstandiiig the fact tjiat John Jones accepts it, 
the banker will not hand over the documents until John 
Jbnes pays the money. In the former case, the acceptor of 
the bill, having the documents of title to the shiprnunt, is 
in a position to obtain delivery of the goods; in the other 
instance, he cannot get his goods until he pays the bill; 
consequently, acceptors of D/P bills, if they are in urgent 
need of the consignment, generally pay them before maturity, 
receiving in consideration a rebate on the amount of the 
bill, according to the rates ruling at the time. 

ft is a matter of the financial standing of the parties to 
the bills. If both drawer and drawee be in good repute, 
there is no difficulty in getting bills on the " D/A '' basis, 
but if either is not strong financially, the banker will be 
doubtful about taking their paper except on '' D/P " terms. 

Now when bills are completed by acceptance, the exchange 
bankers do not usually keep them in portfolio for long; they 
need the cajiital to buy other bills for outward shipments, so 
what the banker docs is to instruct a bill broker or discount 
house to sell the bills for him. D/P bills are not easily 
discountable except at a sacrifice in the discount rate the 
1 )aiLker has to pay, but the D/A bills usually find ready takers. 
When the broker or discount house has found a buyer for the 
lulls the banker holds, the banker endorses each bill and 
hands over the parcel in return for the bill broker’s cheque. 
With the endorsement of the banker on them, these bills 
represent the paper in which dealings take place almost 
every (Jay in London. The reader will ^ee the daily quotations 
in the Money article of his newspaper under the heading (rf 
'' Bank Paper,” which includes all those bills beaiing the 
endorsement of first-class bankers, as well as those bills 
drawn on and accepted by the bankers themselves. 

In close proximity to the heading ” Bank Paper,” the 
student will* find in the Money article another heading — 
” Fine T?ade Bills.” , Fine trade bills do not repiesent foreign 
bills at all, {hey include all acceptances of*first-class merchant 
and trading concerns in the inland or domestic trade of the 
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country, and arc of very ^little interest to tlie exchange 
dealer. Bank bills, of course, command a much better price 
than fine trade bills, or, in other words, if one is selling 'a 
bill uwder discount, the rate charged will be less in the case 
of the better class paper. At the time of writing, in fact, 
people willing to buy bank bills will deduct only 3|% on 
three months' bills, but if purchasing a fine trade bill, they 
require an allowance of 4% for the same usance as the bank 
bill, viz., throe months. 

There are a. few points about which the young novice 
should be careful when dealing with documentary bills. 
We have spoken of the bill being accompanied by a full 
set of shipping documents. A full set of shipping docu- 
ments " includes all the copies of the bills of lading which 
have been signed; nowadays they are usually in triplicate,' 
but the smart clerk can always see the exact copies issued by 
referring to the bill of lading itself. In the body of all bills 
of lading there is a space in which should be inserted the 
figures showing how many copies have been signed, conse- 
quently the trained man seeing this number marked, quickly 
runs over the bills of lading delivered with the bill of exchange 
to find out if the correct copies as stated are there, that they 
are all identical with the original copy and properly endorsed; 
in fact, he must see that all copies exactly correspond. The 
insurance policies should also be examined to see that they 
are properly drawn up, endorsed, and that the amount is 
sufficient to cover the invoice value plus a reasonable margin 
of profit. Then a further glance ^ould be cast over the 
documents to see that the correct number of copies of the 
invoice are there, and that each invoice corresponds with 
the original copy, of which it is to all intents and purposes 
an exact facsimile. 

There is still another document which accompanies foreign 
bills, that is, a letter of hypothecation. It is a form of letter 
ol lien signed by the drawer of the bill giving the^bank or 
holder full power t 9 deal with the relative goods* in case of 
emergency. By signing this document and handing it over 
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to tlic bank, the exporter practicall;^^ pledges his goods, llie 
reai^n for banks calling for a letter of hypothecation is, in 
•case anything goes wrong at the port of discharge. The 
drawee of a bill, for example, might refuse to accept either 
the bill or the goods, then the bank has to make arrangements 
for storing them or for their sale, and after accounting for 
the proceeds and expenses will, of course, come down on the 
drawer for any deficit that may result. Most of the banks 
now content themselves with taking a general letter of 
hypothecation where there arc a series of transactions or bills 
to be drawn, and as this is made to cover all the shipments, 
it saves the drawer making out a separate letter of hypotheca- 
tion each time he sends out a batch of bills and documents 
for negotiation. 

The credits issued by some banks practically do away witli 
the necessity for a letter of hypothecation. The following 
form of request, for instance, would appear to make it 
unnecessary to call for an additional hypothecation of the 
goods to be sliipped — 


Credit No. 

REQUEST FOR CREDIT, 

21th January^ 1919. 

Jo the Australian Bank, Ltd., 

London. 

T/We request you, Ihc Australian Bank (hereinafter called “ llie 
Bank," which expression sliall include the Agents or other representa- 
tives of the Australian Bank), to establish a Credit with your Banit 
and/or Age-*ts at Fremantle or Sydney to the extent of 1,000 (s^iy. 
One thousand pounds sterling), authorizing the negotiation ut the 
draft or drafts of the Tallow Exports Co., Ltd,, or of a nominee or 
nominees appointed by him/them in writing drawn on us at sight 
and/or 30 and/or 60 days after sight, payable in London, provided 
every such draft be accompanied by Invoices and Bills of Lading 
purporting to be for a sliipment or shipments of butter and/or tallow 
(hereinafter referred to as the goods ”) oi at least equivalent .value 
(inclusive of charges), and in consideration of the Bank establishing 
the Credit I/We hereby undertake and agree to accept unccnditionally 
every such draft on presentation, and to pay same at maturity, with 
cost of insurance and stamp added. 

And it is understood and agreed as follows — 

1. The Marine Insurance for full invoice value for tallow shipments. 


7— (1741).20 pp 
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with 5 per cent, added, is to be effected by shippers to theV satisfaction 
of the bank, to whom the Policy is to be handed, if not so effected, 
the Insurance may be effected by the Bank at my/our cost. 4 . 

2. In the event of my/our failing cither to accept or to pay any 
such*’ draft or drafts, with cost of insurance and stamp, I ani/wc are 
to have no claim whatever against the Bank in respect of the relative 
documents or the goods, but I am/we are to remain and be liable to 
the Bank in respect of such draft or drafts, insurance and stamp, and 
also for interest at five per cent, per annum or at Bank of England 
rate whenever same is above five per cent, from the date of dishonour 
of the said draft or drafts, receiving Credit against the amount of such 
liability for the net proceeds (if any) of the goods represented by such 
documents actually realized by the Bank, and for the net proceeds 
received by the Bank in respect of any insurance thereon. 

3. On due payment of any draft, with cost of insurance and stamp, 
the relative documents are to be given up to me/us provided 1 /we 
have then duly met all my/our obligations hereunder. 

4. The negotiation of drafts in pursuance of this rerjuest shall be 
optional on the part of the Bank. 

5. The Bank is not to be responsible for any irregularity as to any 
of the documents, or for any misrepresentation as to description, 
quantity, quality or value of the goods or otherwise, nor for the 
shippers' charges in respect of the goods, nor for the terms, coiuli- 
tioiia, or sufficiency of any insurance by whomsoever effected, nor 
for n<jn-insurance of tlic goods. 

6 . This credit is available until 27th July, 1919, 

{Signed) Exporters Importers Co., Ltd.,' 

London, 


iyJ. 

stamp. 


Finally, there is the Certificate of Origin, which, in time of 
war, especially, is called for. This^is a certificate, usually 
signed by the consul at the place whence the goods 
emanate, setting forth the true origin of the shipment, and 
during the war it served to show that there was no enemy 
taint about the goods. 

# As regards the bill of exchange itself, the .careful student 
. will find that precautions similar to those he wiH take with 
the other docu^nents are most necessary. * Where first, 

« 

^ Cf. E. J. Osborne: Lectufe on Foreign Bills (Melbourne). 
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second, knd third of exchange Cire called for, he must see 
tjiat the full copies are there, that the second and third 
correspond with the original bill, and that bills are properly 
stamped in accordance with the law of the country in which 
they ai'c drawn. The idea of drawing the bills of exchange 
and other documents in duplicate and triplicate is to provide 
against loss in transit; the first of exchange, together witli 
the relative shipping documents will be sent off by tlie first 
mail and the others by subsequent mails, some probably by 
one route, the remainder by another. This practice proved 
to be a very useful precaution during the Great War, when 
the submarine menace was at its height and the sea ruthlessly 
sown with mines and other diabolical instruments of war. 



CHAPTER VIII 


Favourable and unfavourable exchanges: the methods for correcting 
adverse exchange — The gold question — Paper and exchange. 

The individual begins to get at grips with the problem of 
foreign exchange when ho has to decide for himself what is 
or what is not a favourable rate of exchange. Leaving 
Imperial interests out of the question, an exchange is unfavour- 
able only to those who have to send money abroad: it is 
unfavourable when the individual has to part with more of 
the currency of his own country for a less number of units 
c)f the foreign country than he would have received had 
exchange been normal. It is the importer who has to pay 
the money to a foreign exporter who will first feel the unfavour- 
able rate of exchange, and obviously what is unfavourable to 
the importer will be favoui*able to the exporter. For example, 
if the exporter's invoice is for 10,000 francs, and French 
exchange is against London, for fewer francs than ordinarily 
he will get more pounds sterling in exchange. This all 
brings us back to our rule about high and low rates; applying 
the rule to dealings in exchange, we find that, as far as 
London is concerned, high rates are favourable to the buyers 
of bills of exchange, low rates unfavourable; that is, when 
dealing with foreign money to the pound sterling, but when 
quoted in shillings and pence to the foreign units, high rates 
become unfavourable, while low rates are favourable. , As far 
as the seller of bills of exchange is concerned, the reverse is 
the case; when rates are quoted in foreign money to the 
pound sterling, the seller will find that low rates are favour- 
* able and high rates unfavourable, and if he is selling bills 
based on rates which are quoted in shillings and pence to 
the foreign units, high rates will be favourable, low rates 
unfavourable. Where the importer loses on this side through 
the adverse exchange, the exporter on the other side gains, 
and in the case of the exporter's suffering on this side from 
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the unfavourable exchange, it i& the importer abroad who 
benefits. 

Adverse exchange tends to work out its own salvation, 
though in time of war it is a terribly slow process^ Its 
influence is to stimulate exports and to discourage imports, 
for if exports are from this country to a foreign centre, they 
may be paid for by the foreigner with a smaller amount of 
the ciuTciicy of that centre — ^the foreigner buys relatively 
cheap; but as adverse exchange increases the cost to us of 
everything we get or import from the foreign centre, we buy 
relatively dear. This position has been made perfectl}^ clear 
during the war; in Holland and the Scandinavian centres, 
for instance, owing to the interruption in the free How of 
^gold and other ('ircunistances, exchange was heavily against 
London. Therefore, it was advantageous to those neutrals 
for us to (export goods to their centres, for they had to pay a 
comparatively smaller number of florins and cents, kronor and 
ore for each pound sterling represented. Then, greatly to 
our disadvantage, everything we wanted from those countries 
was obtained by our paying a larger number of our currency 
units for each pound sterling's worth of goods we purchased. 
The worst of it was that exchange, as in normal times, did 
not seem to be able to woik out its own salvation; our exports 
did not increase in anything like the proportion they should 
have done owing to the shipping position and other obstacles 
in connection with the war, while imports increased heavily. 
The gain seemed to be all on one side — that of the foreigners. 
In norpial times exports would have increased and the effect 
of this upon exchange, plus the effect from other causes, 
whicli we shall now proceed to investigate, would have 
brought exchange back to its normal level. The fly in the 
ointment during the war has been gold shipments, or, rather,* 
the non-shipment of gold in support of exchange. 

In explaiivng the theory of specie points in exchange,, we 
liave mentioned once.or twice the saying that bilk of exchange 
will be sent in settlement of indebtedness up to a certain 
limit. The taker of bills of exchange will purchase them. 
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and although exchange ris(v will keep on buying hills until 
exchange reaches that point at which it will be just as cheap 
to send gold to pay off the debt. It will be easier, perhaps, 
if wc« explain this by reference to the dealings in bills of 
exchange. If at any particular time there are many and 
large buyers of bills, say, Amsterdam on London, and the 
demand exceed the vSupply, the price of bills of exchange 
must rise, though the limit of such a rise in ordinary circum- 
stances will be that at which it is just as cheap to send gold 
as to buy a bill of exchange to send to London. That, as 
we have seen elsewhere in this book, will be the Amsterdam 
export gold point. Conversely, if the supply of bills exceed 
the demand, the price would naturcilly fall to that point at 
which it would be just as profitable for the seller of bills, our 
Dutch creditors, to take the gold from London, which would 
be their import gold point. 

It by no means followed that directly exchange became 
adverse people would refrain from buying or selling bills of 
exchange. At a price, there are generally bills to be pur- 
chased, since when the ordinary supply of commercial bills 
runs out, the bankers step in and make ” bills. That is 
to say, they draw bills on their foreign correspondents and 
sell to those wisliing to purchase at the high rates niling. 
Now these sales by the bankers cannot go on for ever; generally 
speaking, the rate of exchange at which a banker will sell 
bills depends upon the rate at which ho can cover his sales, 
that is, provide cover to meet his drawings by purchasing 
other bills. He may buy bills direct on the centre; upon 
which he has himself sold, either at tlie time, or take his 
chance of purchasing remittances before the time of payment 
is at hand, or he may carry out what is known as a three- 
<:orncred transaction; that is, buy bills in a third country and 
send them in payment of his drawings on the foreign centre. 
Sooner or later, however, the time comes when he finds 
himself with what is called in exchange banking, -an “'oversold 
gold account ” — ^lie {jas sold more gold bills than te has been 
able to provide cover for. In the circumstances, he has no 
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alternative blit to resort to gold shipments in settlement of 
his indebtedness. In a word, exchange may be said to have 
r&.ched the point when it became profitable for bankers 
with oversold gold accounts to export gold. ^ 

Now when a country sends gold in settlement of an adverse 
balance it may be described as an application of the gold 
corrective, that is to say, by exporting gold it cancels its 
indebtedness and corrects, or turns, exchange again in its 
favour. Prior to the war, if the application of the gold 
collective was not sufficient to bring about the desired result, 
and the continued export of gold was such as to threaten the 
ultimate gold reserves of the country, we in England used to 
pin our faith to a sharp rise, in the Bank of England Rate, 
lliat usually Jiad the required effect, since among other 
‘things it became profitable for foreign investors to buy 
London bills here owing to the higher rate of interest to be 
gained on their money, and it also paid others to leave their 
balances in London instead of drawing them away to a foreign 
centre where the rate of interest allowed was lower. The 
general experience was that the increase in the bank rate in 
any country tended to create elsewhere high rates of exchange 
on that country and, pari passu, a flow of gold to it. As the 
war progressed, however, the principal nations of the world 
seemed to have come to regard a rise in the rate of interest 
as of much less importance to tlie exchanges than it used to 
be. The reason behind it all, has been the interference with 
the exports of gold. Numbers of nations believed it incum- 
bent upon them to husband their gold supplies, not an ounce 
morc*of it left theii* shores than could possibly be avoided; 
exchange rates every day were seen to be ruling at points far 
removed from those at which gold shipments in ordinary 
circujmstances should commence, and high interest or bank 
rates did not have much effect. In hoarding their stocks of 
gold, most nations seem to have worked on the premise that 
once tiJfey started shipping gold in support of exchange", the 
drain on ^heir reserves would be such as ?o take away 
practically all they possessed of the m*etal. ^ Whether that 
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contention is right or not, we shall presently exa^nine; for tlie 
moment it will be well to glean interesting information from 
the reports of various Committees that have been sitting cfn 
these questions of credit, currency, and foreign exchange. 

Lef us see first what the Committee on Financial Facilities 
has to say on the question. 

This Committee in its report shows that in normal times 
the necessity for maintaining an effective gold standard acted 
as an automatic check upon the undue expansion of credit. 
An undue expansion of credit, it should be noted, has always 
an adverse effect upon the exchange of the country in which 
the excess of credit is ruling. In the case of our own country, 
one of the first things apparent was the balance of indel>tedncss 
between Great Britain and foreign countries, and as soon as 
this became unfavourable, the exchanges moved against us. 
It then, says the Committee, became profitable to export 
gold to meet foreign claims. This export caused a gradual 
shrinkage in the available supplies, and a consequent reduction 
in the Bank of England ratio of reserve to liabilities, and so 
necessitated a rise in the Bank Rate, which, in turn, caused a 
general rise in interest rates. This rise in interest rates had 
a twofold effect. In the first place, it attracted gold to this 
country and induced gold which otherwise would have been 
exported to remain, and consequently it induced jieople to 
pay off loans and discouraged new loans being sought for and 
created. If the drain on gold was severe, money became 

tight,” that is, people in need of funds, borrowers and the 
like, found it difficult to obtain accommodation, and it became 
difficult to renew existing loans; this caused the sale of goods 
and produce upon which the loans were secured, and so 
brought about a fall in prices which encouraged exports and 
discouraged imports, and so gi’adually adjusted the situation. 
Further, as the manufacture of banking credit by the process 
of granting loans also involves a corresponding increase in 
the deposit liabilities of the Bank of England, the*' amount of 
additional loai^s which it was safe to grant had to bear a 
relation to the supply and possible demand for gold. 
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Cciniilig liack to the long-continued sales of bills by bankers, 
a«d to the subsequent necessity for them to resort to gold 
shipments, the reader will observe that the banks were all 
the time adding to the supply of credit and so making it 
expand until its adverse effects upon exchange were apparent, 
and the shrinkage in our gold supplies plain to the most 
casual observers. 

The Committee on Currency and Foreign Exchanges also 
gives a very valuable resume on the subject, and although in 
giving its findings we are repeating to some extent the 
information already before the reader, the clauses in the 
report, in so far as they concern the foreign exchanges, are too 
valuable to omit, besides a little reiteration will do the 
^^tudent no haiin, and may, perhaps, even make him learn 
against his will. 

After showing that gold was freely coined by the Mint 
without any charge, that there were neither restrictions upon 
the import of gold into this country, nor obstacles in the way 
of the export of gold from our shores, the Committee goes on 
to say — 

When the exchanges were favourable, gold flowed freely 
into this country. When the balance of trade was unfavour- 
able and the exchanges were adverse, it became profitable to 
export gold. 

Now notice their explanation of the way the gold was 
obtained — 

The would-be exporter bought his gold from the Bank of 
Englanfi and paid fof it by a cheque on his own account. 
The Bank obtained the gold from the Issue Department in 
exchange for notes taken out of its banking reserve, with the 
result that its liabilities to depositors and its banking reserve, 
were reduced by an equal amount, and the ratio of reserve to 
liabilities consequently fell. If the process were repeated 
sufficiently often to reduce the ratio in a degree considered 
dangerous, tlie bank raised its rate of discount. * The raising 
of the discount rate had the immediate* effect of retaining 
money here which would otherwise have been remitted abroad, 
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and senTci to attract I'cmittances from abroad t.. „alie advan- 
tage of the higher rate, thus checking the outflow of gold, 
and even reversing the stream. 

If the adverse condition of exchanges, continues the Com- 
mittee, was due not merely to seasonal fluctuations, but to 
circumstances tending to create a permanently adverse trade 
balance, it is obvious that the procedure thus dcscri])cd would 
not have been sufficient. It would have resulted in the 
creation of a volume of short-dated indebtedness to foreign 
countries which would have been in the end disastrous to our 
credit and the position of London as the financial centre of 
the world. But the raising of the Bank of England's discount 
rate and the steps taken to make it effective in the market 
necessarih^ led to a general rise of interest rates and a restric- * 
tion of credit. New enterprises were therefore postponed, 
and the demand for constructional materials and other 
capital goods was lessened. The consequent slackening of 
employment also diminished the demand for consumable goods, 
while holders of stocks of commodities carried on largely 
with borrowed money, being confronted with an increase of 
interest charges, if not with actual difficulty in renewing 
loans, and wdth the prospect of failing prices, tended to press 
their goods on a weak market. The result was a decline in 
general prices in the home market which, by checking imports 
and stimulating exports, corrected the adverse trade balance 
which was the primary cause of the difficulty. 

Here, again, the reader will trace the connection between the 
adverse exchange and the insistent and lo^g-continued demand 
for bankers' bills. The demand upon the bankers for this 
form of remittance, and their efforts to keep up the supply, 
naturally arise from heavy imports. Imports go on and on, 
then the bills have to be met; they have to be paid for, and in 
default of sufficient exports, the bankers have to manu- 
facture the wherewithal in the shape of bank bills wlych they 
seH to their cfeents who require them to settle they- indebted- 
ness to the foreign (exporters of the commodities which have 
entered England. Ultimately the day of reckoning comes, 
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resort had to gold to settle 1?iie difference, or, as we have 
described it, to correct the adverse exchange. 

Concerning the fall in a number of tlie foreign exchanges 
below the old export specie points which has takeft place 
since the early part of 1915, the Committee holds that this 
is not by itself a proof that the gold standard has broken 
down, or even ceased to be effective. During the war the 
submarine menace, high freights, and the refusal of the 
Government to extend State insurance to gold cargoes gi'eatly 
increased the cost of sending gold abroad, slates the committee; 
consequently the actual export specie point has moved a long 
way from its old position. In view of our enormous demands 
for imports, coupled with the check on our exports due to the 
war, it was natural that our exchanges with neutrals should 
move towai'ds the export point. Therefore the fall in the 
export specie point would by itself account for a large fall 
in our exchange rates. Such a fall must have taken place 
in the circumstances, even though all the conditions of an 
effective gold standard had been fully maintained. 

These quotations frojn the Reports of the two Government 
Con^Jiittees completely explain the method by which the 
exchanges aie corrected in normal times by shipments of 
gold, and the implication is that our supply of gold is insuffi- 
cient to correct the wliole of the adverse exchanges; which is 
very possibly true, but it is a moot question whether, if we 
and our Allies had had a little more confidence and had shipped 
gold to the centres whose exchange was adverse to us, the 
state ^ of affairs might not have been different. As it is, 
supplies have been noarded, the free flow of gold has been 
interfered with in most countries, and we have therefore no 
real means of telling what the ultimate effect would have 
been had other steps been taken. * 

Where a number of exchanges are adverse to us, it is no 
use our e35)orting gold to one centre only unless we are 
prepared to continue the shipments to that or#other centres. 
The point ft is wished to make clear is, tjjat there is no lasting 
benefit to be gained from a single shipment *of gold, for the 
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very simple reason that it is e*>ctremely difficult, if not •impos- 
sible, to localize the effect. This may be better explained by^ 
comparing the gold exports with a phenomenon seen in 
hydrost*itics, which the following diagram will illustrate. 



Here are a number of glass vessels of different shape and 
different size, all opening into a closed vessel or tube AB, 
and it is found that if liquid be poured into any one of these 
vessels, it will, after filling the tube AB, rise to exactly the 
same vertical level in all. Similarly, if any portion be with- 
drawn from any of the vessels, the liquid will sink to its new 
position of rest through the same vertical height in each. 
|,^Very well, then, the point we maintain is that just as 
water poured into one of a series of connected vessels will 
raise the level of fluid in all, so any export of gold to one 
centre will affect the exchanges of all. And again, if gold is 
withdrawn from one centre, then the exchange not only of 
that centre but of all other centres conne^cted with it will be 
similarly affected. 

Exchanges, especially the European exchanges, rise or fall 
together, and it would seem, therefore, that conditions which 
affect the one must inevitably affect the others. 

The steady export of gold has a remedial effect, but you 
must do mSre than send gold to one centre; otherwise, al^iough- 
the effect of y(5ur gold shipment, as has been stated, will be 
to set several exchanges moving together, the arbitrage 
dealer will step in and utilize the movements in exchange to 
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exact a .pVolit by buying and selling exchange between the 
various centres, and so tend to make the last state of your 
Exchanges worse than the first. 

The wi'iter remembers illustrating this in a lecture r«ad to 
audiences both in London and in Melbourjie, Australia. For 
the puiposes of his argument he took a date towards the end 
of 1915, when exchange, London on New York, was quoted 
at $4*68 to fjy that is, 3*7% against London. The rate of 
exchange between London and Amsterdam on the sarric date 
was 11 fl. 40 c.,say 5-7% against London. In New York on 
the same datci the rate of exchange on Amsterdam was 
404 cents to the florin, which is approximately 1% against 
tlie United States. Now, suppose on this occasion it had 
been possible for Great Britain by slipping gold to Holland 
*to draw the Amsterdam rate up to the par of exchange- - 
12*107 fl. to £i — operations of the following nature would 
[irobably ha^'e taken place. The American possessor of a 
London balance of, say, £10,000, could sell it to Amsterdam 
at the par rate and receive 121,070 florins (£10,000 X 12*107). 
At th(‘ same time he could sell a similar amount of florins in 
New York at 401 cents to the florin, and would receive, say, 
§49,032. But if he had sold in New York his London balance 
(>{ £10,000, tlic arbitrage dealer would have obtained only 
$46,800. His profit, then, on the former operation would 
have been $2,232, representing 44%. Therefore, if a number 
of exchanges are against you and you ship gold only to one 
centre, what you really do is to place an opportunity in the 
way of arbitrage dealers to exact a profit by dealing in what 
are called the cross^ rates." 

We leave this discussion of the gold question with the 
remark that our little analogy with the hydrostatic principle 
pre-supposes perfect freedom of flow in the connecting pipe* 
(i.e., free commercial intercourse), particularly in connection 
with the shijjment of gold. ^ 

Finall}^, there is the question of note issues and their effect 
upon exchaiige. The principal evil in gaper issues is the 
emission of inconvertible notes. The effect, of such, or, 
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indeed, of any issue of papers currency , is to drive gold out of 
circulation, but the currency does not depreciate; or, to put 
it another way, prices of commodities do not begin to rise 
until the paper exceeds the actual quantity of metallic cur- 
rency which has been superseded. Many people still fail to 
appreciate the fact that the products of the '' printing press ” 
do not, and cannot, satisfy creditors abroad; the foreigner 
docs not want your notes, and he will do anything rather 
than take them. The author remembers some correspondence 
in one of the weekly papers on the subject. A writer had 
asked why we should not do away with gold money, .seeing 
that most business is transacted with cheques; he could not 
see the use of gold, and wanted to know why a paper standard 
should not be feasible. He admitted, however, that the 
paper sovereign ” had proved to be not anything like as * 
valuable as the pre-war gold sovereign, and was wishful for 
the old prices of commodities to return. The reply to his query 
was, that cheques are not currency and would be useless if 
there was no metallic cun'ency. Secondly, a paper currency 
is bad because the paper has no intrinsic value. The great 
jucrit of a gold standard is that the unit of currency is equally 
valuable whether as coin or melted down. Generally speaking, 
it cannot be manipulated by a Government. The final 
remark was that the international value of a bill on London 
before the war was largely due to the fact that the Bank of 
England would always pay in gold on demand. 

Nations during the Great War have worked hard to pile 
up g(dd resources, but they have worked the printing press 
much harder in their endeavours to supply what they con- 
sidered a cheap currency, but which in its effects has been 
found to be the dearest of all currency. Gold in almost 
every country has been driven from circulation and paper 
money issued in lieu thereof, but the weak point in most 
cases is ‘that the notes issued exceed the amoui^t of metallic 
currency they have replaced, with the result that prices have 
been forced up in various countries, that is, the currency has 
depreciated. It is this increasing volume of currency which 
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is one uf»the principal sources of trouble. The most casual 
student will understand that one cannot increase the volume 
of a thing without decreasing its value. As an illustration, 
take the homely case of the humble potato. At one period 
of the war, potatoes were very scarce and the price ruled 
high, uncommonly high. Then came the extension of allot- 
ments; every one, from the gilded staff othcer to tlie humble 
road-sweeper, grew potatoes. When the cr(.)ps matured, 
potatoes were in excess supply, there were more than enough 
to go round, consequently their value depreciated, the price 
came down with a run, and has remained down with the 
increasing supplies. It is a curious simile, but apply it to 
the note issues of all countries. In the early days of the war, 
not many iKjtes were in circulation in enlightened countries, 
*and the value of the currency was relatively high. Then the 
universal currency providers set the printing ]>ress in motion, 
notes were pourcxl out by the million, and very soon the 
value of tlie currency of all the belligerents depreciated. 

It has been argued that there is to-day much more work 
for the currency to do, hence the necessity for the increase. 
The obvious reply to that is, that any such increase is more 
than compensated for by an increased velocity of circulation. 
There may be more work for the currency to do, but the 
money clianges hands so much more quickly than in ordinary 
times, that it is easy to see the fallacy of the work of the 
currency argument. 

It follows that the exchanges of those countries which liave 
issued, overwhelming masses of paper currency have been 
adversely affected; they have reduced the gold value of their 
currency in terms of the money of other countries. British 
paper currency is not, of course, so much affected, because 
under Section 3 of the Currency and Bank Notes Act, 1914* 
the holder of a currency note, which is for the time being 
legal tendcr.in the United Kingdom, is entitled to obtain, on 
demand^during office hours at the Bank of England, payment 
for the note at its face value in gold, powever, not one of 
the belligerent nations has wholly escaped* from the evil 
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effects of the over-issue of ptaper, and the consequent driving 
of gold from circulation, and without going into a long 
explanation of the paper currency question, it is easy to see 
that when purchasing bills in the country with a depreciating 
currency for remittance abroad, so much more of the local 
currency will have to be given for the bill of exchange payable 
in a foreign country whose currency is not suffering from the 
same watering of the currency. On the other hand, when 
selling in a foreign country bills drawn on the country with 
the depreciated currency, you will get less for your bill than 
you would had the excess note issues not taken place. In 
other words, you have to surrender more of your cunency 
because its gold value is less than normal — exchange is 
against you. 

There is no fixed ratio for the exchange of paper currency, 
any more than there is for the exchange between gold and 
silver, the mere mention of which is a reminder that we have 
arrived at the limit to which exchange may be discussed in 
this Primer. Wc believe, however, that enough has been 
said to enable the reader to get a grip on the subject of foreign 
exchange. We hope that his curiosity has been whetted 
sufficiently to lead him to take up the study on a more 
extt'nded scale, but in case he demur at the trouble involved 
in adding still further to his stock of knowledge, we close 
with tlie words: Par est fortuna lahori — fortune responds 
to toil. 
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10/6 

Manual of Cost Accounts. 

By H. Juuus Lunt 

Net 

7/6 

Manufacturing Book-keeping and Costs. 

By G. J 011 N.SON, F.O.I.S. .... 

Net 

51 - 

Municipal Book-keeping. 

By J. H. McOalt. ...... 

Net 

7/6 

Notes of Lessons on Book-keeping. 

By J. RoUTtBY 

Net 

3/6 

Practical Book-keeping. 

By G. Johnson, F.C.I.S. .... 

Net 

6/- 

Principles of Auditing. 

By F. R. M. De Paula, O.B.E., F.C.A. . 

Net 

7/6 

Primer of Book-keeping. 

Answers 

Net 

21 - 

1/6 

Principles of Book-keeping Explained. 

By I. H. Humphbys 

Nc^♦ 

2/6 

Questions and Answers in Book-keeping and 
Accounting. 

By F, F. SharTaES, F.S.A.A., A.CJ.S. • . Net 

10/6 

l^ailway Accounts and Finance. 

By Allen E. Nbwhook, A.K.C. 

Net 

51 - 

Shopkeepers’ Accounts Simplified. 

By C. D. Cornell . . . . , 

N^c 

21 - 

Theory and Practice of Costing. 

By B. W. Nejwhan, A.C.A 

Net 

10/6 
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BUSINESS TRAINING, COPY BOOKS, ETC. 


• • 

^ • PRICE 

Business Handwriting. Net 1/6 

'Business Methods and Secretarial Work for 
Girls and Women. 

By Helen Beynaru, M.A Net 2/6 

Commercial Handwriting and Correspondence. 

Net 8/- 

Commercial Practice. 

By Alfred Schofield ..... Net 4/- 

Counting-House Routine. Ist Year’s Course. 

By Vincent IS. Collinge, A.C.I.S. . . . Net 1/9 

Counting-House Routine. 2nd Year’s Course. 

By Vincent B. Oolltnge, A.C.I.S. . . . Net 3/6 

Course in Business Training. 

^ By G. K. Bucknall, A.O.I.S. . . . .2/6 

Elements of Commerce. 

By P. IlEYWOOD, A.O.I.S Net 4/- 

Handbook for Commercial Teachers. 

By Pred Hall, M.A., B.Com., P.C.I.S. . . Not 2/6 

How to Become a Private Secretary. 

By J. E. McLachlan, P.I.P.S. . , . Net 3/6 

How to Enter the Mercantile Marine. 

By B. A. Pr.ETCHER Net 3/6 

How to Teach Business Training. 

By P. Heeljs, F.O.I.S Net 2/6 

How to Write a Good Hand. 

By B. T. B. Hollings Net 1/6 

Junior Woman Secretary. 

Byr^NiE B. Davis, P.Iac.S.T. . . . Net 2/- 

Manual of Business Training. Net 5/- 

Modern Business and Its Methods. 

By W. Campbell, Chartered Secretary. . , Net 7/6 

Office Routine for Boys and Girls. 

In three stages. First Stage . . . . . 8d. 

Secon^ and Third Stages .... Each 1/- 

Popular 'Guide to Journalism. * 

By A.-Einoston . . . ... . Net 2/6 



Business Training, Copy Books, etc. — cont4. 

^ on 


f 

Practical Journalism a/id Newspaper Law. ' 
By A. B.vkbr, M.J.I., and E. A. Cope . . Net 

Pitied 

3/6, 

Principles and Practice of Commerce. 

By /AMES Stephenson, M.A., M.Com., B.Sc. 

. Net 

8/6 

Principles of Business. 

By James Stephenson, xVf.A., M.Com., B.Sc. 
Part I ...... . 

. Net 

3/- 

Part H 

. Net 

3/6 

Routine of Commerce. 

By AI.FRED Schofield .... 

. Net 

4/- 


Theory and Practice of Commerce. 

Being a Complete Guide to Methods and Machineqr of 
Business. 

Edited by P. IIeelis, P.C.I.S. Assisted by Specialist 
Contributors ....... Net 7/6 


CIVIL SERVICE 


Civil Service Arithmetic Tests. 

By P. J. VARtEY-TiPTON .... Net 

Civil Service Essay Writing. 

By W. J. Addis, M.A. ..... Net 

Civil Service Guide. 

By A. J. Lawfobd Jones .... Net 

Civil Service Practice in Pr6cis Writing. 

Edited by Abttiur Reynolds, M.A. (Oxon.) . Net 

Copying Manuscript, Orthography, Hand- 
writing, Etc. 

By A. J. Lawtord Jones. Actual Examination * 
Papers only ....... Net 

Digesting Returns into Summaries. 

By A. J. Lawford Jones .... Net 

Elementary Precis Writing. 

By Walter Suawcross, B.A. . . . Net 

Indexing and Precis Writing. 

By A. J. La-wford Jones .... Net 

The Civil Servaut and His Profession. Net 


m 

2/6 

2/6 


2/6 

2 /- 

2/6 

3/6 



ENGLISH AND COMMERCIAL 


• CORRESPONDENCE 

Commercial Correspondence and Commercial 
English. Net* 

Commercial Dictionary. Net 

English Composition and Correspondence. 

By J. F. Davis, D.Lit., M.A., LL.B. ([,ond.) . Net 

English for Commercial Students. 

By H. W. Houghton Net 

English for Technical Students. 

By P. P. Potter, M.A. ..... 

English Grammar. 

By 0. D. PovcuABD, B.A. (Ijond.) . . . Net 

English Grammar and Composition. 

By W. J. Weston, M.A., B.Sc. (Lond.) . . Net 

English Mercantile Correspondence. Net 

English Prose Composition. 

By W. J. Weston, M.A., BBc. (Load.) . . Net 

Guide to Commercial Correspondence and 
Business Composition. 

By W. J. Weston, M.A., B.Sc. (Lond.) . 

Guide to English Composition. 

By the Bbv. J. H. Bacon 

How to Teach Commercial English. 

By Walter Shawcross, B.A. 

Manual of Commercial English. 

By Walter Shawcross, B.A. . . 

Pocl^ej^ Dictionary. 

Practice in English. 

By P. H. Beaney, M.A. 

Principles and Practice of Commercial Corre- 
spondence. 

By J. Stephenson, M.A., M.Com., B.Sc. . Net 

Punctuation as a Means of Expression. 

By M B.* Lovell, M.A. .... Net 

The Corxespondence of Commerce. 

By A.‘Bisdon Paluer, B.Sc., B.A. • . . Net 

7 


. Net 

. Net 

. Not 
Net 


PBICK 

3/6 

21 - 

2/6 

2/6 

2h 

21 - 

51 - 

3/6 

3/6 

2/6 

2 /- 

3/6 

3/6 

2 /- 

2/6 

• 

7/6 

1 /- 

4 /- 



COMMERCIAL GEOGRAPHY AND 


HISfTORY 


Commercial Geography of the British Empire 

Abroad and Foreign Countries. Ki>t. 3/- 

Co nmercial Geography of the British Isles. 

Net. 2/6 

Commercial Geography of the World. Net 4/6 
Commercial History. 

By J. R. V. Mauchant, M.A. . . . Net 5/6 

Economic Geography. (See “ Economics,” below.) 
Economic History. (See “ Economics ” below.) 
Elements of Commercial Geography. 

By C. H. Gua.n-t, M.Sc., P.R.Met . Soc. . . Net 2/6 

Elements of Commercial History. 

By Pked Hall, M.A., B.Oom., P.C.I.S. . . Net 2/6 

Examination Notes on Commercial Geography. 

By W. P. Ruitbr, M.Com. 

Principles of Commercial History. 

By J. Stephenson, M.A., M.Corn., B.Sc. 

The World and Its Commerce. 


ECONOMICS 

British Finance (1914-1921). 

EdiU'd by A. W. Kihkaldy, M.A., B.Iitt., M.Com. Net 16/- 

British Labour (1914-1921). 

Edited by A. W. Kihkaldy, M.A., B.Litt., M.Com. Ne.*^ 10/6 

Dictionary of Economic and Banking Terms. 

By W. J. Weston, M.A., B.Sc., and A. Ckew Net 5/- 

^conomic Geography. 

By John McFahlanb, M.A., M.Com. . . Net 10/6 

Elements of Political Economy. 

By H. Hall, B.A. ■ Nef. 2/6 

Guide to P&litical Economy. 

By F. H. Spencer D.Sc., LL.B. . . .Net 3/6 

8 


. Net 21- 

. Net 7/6 

Net 2/6 



Economics- con td . 


rnirp 


• • 

History anti Economics of ‘I’ransport. 

ily A. W. Khikaloy, ,\1.A., B.Lilt. (Oxfoivt), M.Cioin. 

• (Hii-iji.), and A. .Wi'di.sy Kvaxs . , . Xot 15/- 

Labour, Capital and Finance. , 

i{y ‘-SnaTATuii ’MW. \V. \VAu., F.JJ., . X.-l 3/6 

Local Government of the United Kins^dom. 

«y,lunN'.T. <'i,A!!K!:. M.A., K.S.S. / . Xd. 7/6 

Outlines of Central Government. 

By .John J. Claj/ke, IM.A., l'’.S.S. . . . Xo!, 1/6 

Outlines of Industrial and Social Economics. 

By John .T. (.'i.ajuce, M.A., l•'.S.S., ami .Iameh I'I. 

I’liA'iT, A.t;.[..S Xijt 1/6 

Outlines of Local Government. 

By John .1. (Ji.AiiKE, .M.A., RS.S. . . . Net 2/6 

* Outlines of the Economic History of England : 

A Study in Social Develoument. 

By 11. 0. Meukdith, .M.A., .M.t'oin. . . Not 7/6 

Plain Economics. 

By .Idii.N’ T/i:i:, ,M.A., B.Oom.Sc. . . . Net 3/6 

The Housing Problem. 

Jiy .lonx J. M.A., F.8.B. . . . Not 21/- 

Value for Money. 

By iSii;. Wi). iScuoonixu, K.B.B. . . . Net 2/6 


BANKING AND FINANCE 


B9aL*"i!«’ Advances. 

^iy I/. B. Smto. Kditcd by Siu John I’aget, K.C. 

Net 6 /- 

Bankers’ Advances Against Produce. 

By A. WiixfAMS, A.I.B Net 6/- 

Bankers * Credits and all that Appertains to Them in 
Their Practical, Legal, and Everyday Aspects. 

By W. F. iSPAtDiNQ Net 10/6 

Bankers ^ Securities Against Advances/ 

By LjUVbkxce A. FoGO, Cert. A.I.B. , . . Net 6 /- 



Banking and Finance — contd. 

*’ rwcB 

Bank Organization, " Management, atid 

Accounts. , 

By J. F. Davis, M.A., D.Lit., LL.B. (Lond.) . Net 6/- 

Dictionary of Banking. 

A Complete Encyclopaedia of Banking Law and Practice. 

By W. '.rHOMsox iind D 1 . 0 YD Christian . . Net 30/- 

Eastern Exchange. 

By W. F. Spai,t)ino Net 15/- 

Elements of Banking. 

By J. P. Gandy . . . . . Net 2/6 

English Public Finance. 

By Habvky K1. Fisk Net 7/6 

Foreign Exchange and Foreign Bills in Theory 
and in Practice. 

By VV. F. Spaddino, CA'rt. A.I.B. . .Net 7/6' 

Foreign Exchange, A Primer of. 

By W. F. Spaddino Net 3/6 

Functions of Money, The. 

By W. F. Spaddino Net 7/6 

Money, Exchange, and Banking. 

In Their Practical, Theoretical, and Legal Aspects. 

By II. 'J'. E.ASTON, A.I.B Not 6/- 

Notes on Banking and Commercial Law. 

By T. Lloyd Davhjs ..... Net 3/- 

Practical Banking. 

By J. F. G. Badsiiaw. With Chapters on The Prinriples 
of Curreney, by C. F. Hannafokd, A.I.B., and Bank 
Book-keeping, by W. II. Pbahd . . Net 7/6 

Simple Interest Tables. ** 

By Sir William Schoolino, K.B.F. . . Net 21/- 

Talks on Banking to Bank Clerks. 

By H. E. Eva-ns Net 2/6 

The Bankers’ Clearing House. 

By P. W. Mathews Net 7/6 

Title Deeds and the Rudiments of Real Property 
Law. " ' <■ 

By F. R. Stead Net 6/- 
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INSURANCE 


PRICE 

Common Hazards of Fire Wsurance. 

^ By W. G. Kuiiusit Bu>ij3Y, F.O.I.I. . . Net 5/- 

Guide to Life Assurance. 

By S. G. LEiraT, F.I.A Nut . 5/- 

Guide to Marine Insurance. 

By IIkxry Keati<: ..... Net 3/6 

Insurance. 

By T. E. Yovrxi;, B.A., RK.A.S. A .oiiipl.^lc aii.l 
practical exxioHitioii. With sertions on VVoikMuai’s 
ComiionsalioTi Insnu-ance, by W. 11. S'J’Iionc.% E.J.A, ; 
and Th«v National jiisuiance Sclienic, liv N'yvyan Mai.k, 

F.E.A., E.l.A ‘ . Net 10/6 

Insurance Office Organization, Management, 
and Accounts. 

By T. E. YoiinCi, B.A., RII.A.S., and llrcuARE) 

^ Masteu.s, A.G.A. ...... .Net 6/- 

Law and Practice as to Fidelity Guarantees, 

By 0 , Evans and F. II. .T()XK.s . . . Net Q/-^ 

Pension, Endowment, Life Assurance, and 
Other Schemes for Commercial Companies. 


By n. DoiTGTiAin’Y, 

Net 

6/- 

Principles of Insurance. 

By J. Alh^ed Eke ..... 

Net 

3/6 

Principles of Marine Law. (Seepage it).) 
Talks on Insurance Law. 

By J. A. Watson, B.Sc., IX.B. 

Not 

5/-- 

The Successful Insurance Agent, 

By J. J. Bisoood, B.A., F.C.I.S., .I.P. . 

Net 

2/6 

Worknipii’s Compensation Insurance. 

By c. E. Golding, JiL.B., F.0.1.1. . 

Net 

5/- 


SHIPPING 

Case and Freight Costs. 

By A. W. E. Ckosfikli> .... Net 2/- 

Consular ' Requirements for Exporters and 
Shipt>ers to all Parts of the World. * 

By J. S. NowuttY . . . ... . Net 7/6 
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Shipping — contd. 

« 

?nfrr. 

Exporting to the WoriU. 



By A. A. INiEClADO . , . „ 

. Net 

21/-. 

How to Export Goods. 

By, F. IM. Dudicney . . , , 

. Not 

21- 

How to Import Goods. 

By .T. A, Dunnage: . . , , 

. Net 

21- 

Import and Export Trade. 

By A. S. 11 AiiVTiY ..... 

. Not 

21/- 

Shipping. 

By A. llAT.r, and F. Meywood 

. Net 

2/6 

Shipping Business Methods. 

By R. B. Pavl 

. Not 

3/6 

.Shipping Office Organization, Management, 


and Accounts. 

Jiy ALFUIvI) Calviort .... 

. Not 

6/- 


The Exporters’ Handbook and Glossary. 

By V. ^L Ditjvknky Net 8/6 


SECRETARIAL WORK 


Chairman’s Manual. 

By (iiJiM>ON Palin, of Gray's Inn, Barristerial- Law, 

;in(l l^HNEST Mautin, Not 5/- 

Gompany Secretarial Work. 

By E. Martin, F.C.l.S. . , . , N<‘t 2/6 

Company Secretary’s Vade Mecum. 

Edited by P. Tovey, F.C.I.S. . , . 3/6 

Debentures. 

A Handbook for Limited Company Officials, Investors, 
and Business Men. 

By F- Shewell Cooper, M.A., Barrisier-at- Law Net 6/- 

Dictionary of Secretarial Law and Practice. 

Pkiited by I’hilip Tovey, F.C.I.S. A comprehensive 
Encyclopaedia of information and direction t\n all 
matters connected with the work of a Company 
Secretary. With contributions by nearly 40 cimhent 
authorities ^ . . . . , . Net 42/- 
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Secretarial Work — contd. 


Guide for the Company Secretary. 

liy Artjiuu .... Nel 

Guide to Company Secretarial Work. 

Hy O. Oldham, A.O.I.S. .... 

How to Become a Company Secretary. 

By B. J. ITajtmond, A.C.T.S. .... Not 

How to Become a Private Secretary. 

By J. E. McLachlan ..... Not 

How to Take Minutes. 

Kdit^^d by M. MAitTtN. K.lM.S. . . . Not. 


Outlines of Transfer Procedure in Connection 
with Stocks, Shares, and Debentures 
of Joint Stock Companies. 

By R 1). Hkad, B.A. ((.)xoii.), of Lbwoln's inn, 


ISamnicr-al-Laio ...... Not 

Practical Share Transfer Work. 

By F. W. liiDDiN'tiTOs ..... N’ot 

Prospectuses : How to Read and Understand 
Thom. 

By PiLCLU' Tovey, F.O.I.S. .... Net 

Secretary’s Handbook. 

I'Mitei by U. E. Bj.ain, C.B.l'i. . . . Nf't 

Transfer of Stocks, Shares, and Other 
Marketable Securities. 

By F. D. ItEAD, B.A Net. 

What is the Value of a Share ? 

By 1). W. Ito.ssiTEU N(!t 


INCOME TAX 

“Abacus ’’ Income Tax Tables. 

By E. .T. nAsmoND, A.O.I.S Net 

Corporation Profits Tax. 

By^ P..D. Leake Net 

Indome Tax and Super Tax Practice. 

By AV. E. Smeluno ..... Net 


i>RH H 
6 /- 

3/6 

3/G 

3/6 

2/6 

3/6 

3/6 

5/- 

6 /- 

10/6 

2/6 

‘ 2 /- 

1 /- 

12/6 
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Income Tax — contd. 

« PRICB 

Practical Income Tax. • « 

By VV. j5. Bneixino Not 3/6 

Super Tax Tables. 

By (1.^0. Parsons Net 1/- 

Taxation Annual. 

By W. E. Snei.lino ..... Net 10/6 


INDUSTRIAL ADMINISTRATION 
Common Sense and Labour. 

By !S. (JnowTJiuit Not 8/6 

Current Social and Industrial Forces. 

J'Mit(?(l by L. I). liuin Not 12/6 

Employment Management. 

Compiled and Edited by D.\N'iEf. BLOOJmELU . Not 8/6 

Factory Administration in Practice. 

By W. .7. Ifiscox Net 8/6 

Industrial Control (Applied to Manut'acture) . 

By P. M. Lawson, A.M.I.C.I*:., A.M.I.Mooh.E. . Net 8/6 

Lectures on Industrial Administration. 

E<lilcd by B. Musoio, M.A. .... Net 6/- 

Management. 

By J. Lt5e Net 5/- 

Modern Industrial Movements. 

ISdited by D. Blx>o»n?n5t.T> .... Net 10/6 

Outlines of Industrial Administration. 

By R. O. IlEiiFoiiT), II. T. IIiuiAOE, and H. <i. Jenkins 

Principles of Industrial Administration, An 
Introduction to. 

By A. P. M. Fj.emino, C.B.E., M.Sc., and 

J. Brocklehuust, M.Eug., A.M.I.E.E. . Net 3/6 

Problems of Labour. 

Compiled and Edited by Daniel Bloomfield . Net 8/6 

Research in Industry. ' • 

By A. P. M. Fleming, C.B.K., M.Sc., M.I.E.E., (ii»l 
P. G. I’EAUCE, B..Sc.,,A.M.l.E.E. . . . No£ • 10/6 
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Industrial Administration — contd, 

» 

Sharing Profits With Eniployees. 

Hy J. A. Bowik, M.A. ..... Net 
The Psychology of Management. 

By Li. M. Gn.miETii .... 

Workshop Committees. 

By 0. G. llKNOULD ..... Net 


BUSINESS ORGANIZAT I ON AND 
MANAGEMENT 


Business Management for Small Retailers. 

By H. W. Tiusisu/VM ..... Net 

Card Index System. Net 

Clubs and Their Management. 

By Fkakois W. Pixi.by, F.C.A. . . . Net 

Colliery Office Organization and Accounts. 

By .T. W. Innes, F.O.A., ami T. Colin (’a.mi-bell, 
F.O.I Net 

Counting-House and Factory Organization. 

By J. Gilmodh WniLiiVALSON .... Not 

Drapery Business Organization, Management, 
and Accounts. 

By J. ERNK.ST Baylky ..... Net 

Filing Systems. 

By E. A. Cope Net 

i.'i 

Grocery Business Organization and Manage- 
ment. 

By C. li. T. BEaucHiNG and J. Arthur SMAitT . Not 

Manual of Duplicating Methods. 

By W. Deshorougic Net 

Municipal Organization. 

By, Montagu H. Cox, LL.B Net 

Office; Machines, Appliances, and Mithods. 

By W. Besborough, F.C.I. . , . . Net 

15 


PRIOK 

10/8 

7/6 

1 /- 


3/6 

2/6 

7/6 

7/6 

7/6 

7/6 

3/6 

6 /- 

* 3 ,/- 

5 /- 

6 /- 



Business Organization and Management contd, 

* t I’Ria; » 

Office Organization and Management, Includ- « 
ing Secretarial Work. 

Uy [.AWUKNCK R. Dicksee, M.Ooin., R.C.A., Mnd 
Jf. .10. Bi,Ain, CMJ.E. . . . . . Not 7/6 

Solicitors’ Office Organization, Management, 
and Accounts. 

By B. A. Coi'E a.ud K. W. II. Robin.s . . Not 6/- 

The Organization of a Small Business. 

By W. A. Smith Ni't 2/6 


ADVERTISING AND SAl . ES MANSI HI* 
Ads. and Sales. 


By llKT^l^KKT N. Oasson 

Net. 

8/6 

Advertising 

By JloWAKD BlMDGEW'ATOri 


2/8 

Advertising as a Business Foree* 

By B. T. (.'nKKJNCJT(.).v .... 

Svi 

10,6 

A Short Course in Advertising. 

.By A. F. OsiiOitN 

Nv.i 

12/6 

Business Man’s Guide to Advertising. 
By A. E. Bi:»x 

. Net 

8/6 

Buying Goods. 

By a: Vu Brjx 

, Mot 

2/- 

Commercial Travelling. 

By ALBf-JitT E. Bull .... 

. Nol. 

3/6 

Craft of Silent Salesmanship. 

By 0. Maxwell 'j’lrKGUKTUA and J. W. Eii'fn 

:g.s Net 

5/- 

Efficient Salesmanship. 


t 

By E. W. SiunJiLSAii 

. Not 

2/- 

Mail Order Business, Conducting a. 

A. E. Buij 

, Not 

2/- 

Making Advertisements and xVlaking 
Pay. 

By Hgy S. DtJiisnNE .... 

Them 

. Net ^ 

12/6 

Modern Methods of Selling. 

By L. J. Hoeniu . 

, Net. 

10/6 
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Advertising and Salesmanship— contd. 

* • raiOK 

Modern Publicity. * 

By A. W. Dean Net 2/6 

Practical Press Publicity. 

By A. L. Colter Neii 8/6 

Practical Salesmanship. 

By N. C. Fowler, aaaisteil by 29 expert salesiaen, etc Net 7/6 

Principles of Practical Publicity. 

By Truman A. de Webse .... Net 10/6 

Salesmanship. 

By W. A. CoRUiON and G. E. Grim.sdalb . Net 3/6 

The New Business. 

By Harry Tipper ...... Net 8/6 

The Psychology of Advertising in Theory and 
Practice. 

By W. Dill Scoxt, Ph.D. .... Net 12/6 


BUSINESS HANDBOOKS AND WORKS 
OF REFERENCE 


Business Man’s Encyclopaedia and Dictionary 
of Commerce. 

Edited by J. A. Slater, B.A., LL.B. (Ijond.). Assisted 
by about 50 specialists as contributors. A reliable and 
comprehensive work of reference on all commercial sub- 
jects, specially written for the busy mercliaut, the 
commemaJ student, and the modern man of alTairs, 

Four vols. ....... Net £4/4/- 

Busin'SiSS Man’s Guide. 

Eifited by J. A. Slater, B.A., DL.B. . . Net 6/- 

Business Statistics. 

By B. W. Hollanb, O.B.E., M.A., M.Sc., LL.D. Net 8/6 

Business Terms, Phrases, and Abbreviations. 

Net 3/6 

Commercial Arbitrations. 

By f}. J. Parry, B.Sc., F.I.C., F.O.S. . . Net 3/6 

Commercial Commodities. 

By F. 'Matthews, B.Sc., A.I.C., F.C.S,. . 
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Business Handbooks and Works of Reference-contd^ 

* PRICK 

Commercial Contracts. * * 

By B. J. Pauuy Net 5/- , 

Commercial Self-Educator. 

Ekliteii by K. W. Hoixand, O.B.K., M.A., M.Sc., LI/.D. 

Two Vols Net 30/- 

Commodities of Commerce. 

By J. A. .SiATER, B.A., LL.B. . . , Net 6/- 

Complete Guide to the Improvement of the 
Memory. ' 

By the late Bev. J. H. Bacon . . . Net 1/6 

Dictionary of the World’s Commercial Pro- 
ducts. 

By J. A. SLATEii, B.A., (Lond.) . . Net 3/8 

Discount, Commission, and Brokerage Tables. 

By Bknest Uea vino ham .... Net 1/6 

Drapery and Drapers’ Accounts. 

By RioiuitD Beynon Not 3/6 

Ironmongery and Ironmongers’ Accounts. 

By S. W. Francis Net 3/6 

Mercantile Terms and Abbreviations. 

Net 1/8 

The History, Law, and Practice of the Stock 
Exchange. 

By A. P. Foley, B.A., Barrister-al-Law, and F. H. 
Cabkutheks Go old Net 7/6 

The Investor’s Manual. 

By W. W. Wall, F.S.S., F.J.I. . . .Net 3/6 

The Money and the Stock and Share Markets. 

By Emil Davies Nt^ • 2/8 


LAW 

* 

Bankruptcy, Deeds of Arrangement, and Bills 
of Sale. 

By W. Valentine Ball, M.A., Barrisler-at-Law Net, 12/6 

Bills, Cheques, and Notes. 

By J. A. SiXTBR, Q.A., LL.B. , . .Net 6/- 
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Law — contd. 


• • 

Companies and Company Law. 

By A. 0. CONNKI.L, LL.B. (Lond.) . 

Net 

PRICE 

6/- 

Company Case Law. 

By l'\ 1). Head, B.A. (Oxon.) 

Net, 

7/6 

Examination Notes on Commercial Law. 
By K. W. Holland, O.B.E., M.A., M.Sc., liL.T). 

Net 

2/6 

Elementary Law. 

By E. A. Cope 

Net 

5/- 

Examination Notes on Company Law. 

By R. W. Hoixand, O.B.E., M.A., M.So., 1J..D. 

Net 

2/6 

Guide to Company Law. 

By R. W. Holland, O.B.E., M.A., M.Sc., I>L.D. 

Net 

3/6 

Guide to Railway Law. 

By Autiiuu E. Chaphan, M.A., f.L.H. ((.'iimb.; 

Net 

7/6 

.Guide to Bankruptcy Law and Winding-up 
Companies. 

By V. PoiiTEit Fausset, B.A., LL.B., Harriskr-at' Law Not 

3/6 

Guide to the Law of Licensing. 

By J. Weli^ TaATOUBU .... 

Net 

Sl- 

Inhabited House Duty. 

By AV. E. Snblung 

Net 

im 

Legal Terms, Phrases, and Abbreviations. 

By B. A. Cope Net 

3/- 

Law of Repairs and Dilapidations. 

By T. Cato Worsfold, M.A., l.L.D. 

Net 

3/6 

Mercantile Law. 

By J. A. Slateh, B.A., LIj.B. (Tx>nd.) . 

Net 

7/6 

Outline;; of Company Law. 

By*P.‘ 1). Head, B.A. (Oxon.) 

Net 

2/6 

Partnership Law and Accounts. 

By R. W. HOLI.AND, O.B.E., M.A., M.Sc,, LL.D. 

Net 

6/- 

Principles of Marine Law. 

By TjAwaBNCB Duckwobth .... 

Net 

10/6 

Railway (Rebates) Case Law. 

By (.bo.'B. Lissbnden 

Net 

10/6 

Solicitor’s Clerk’s Guide. * 

By E.'A. Cope . . . . ♦ • 

Net 

4/- 
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Law — contd. 


The Elements of Commercial Law. > 

By A. II. Douglas, I.L.B. (Loud.) . . . Net. 2/6/ 

The Commercial Law of England. 

By J. A. Slater, B.A., LL.B. (Loud.) . . Not 3/6 

The Law of Contract. 

By E. W. Holland, M.A., M.Sc., LL.D., of the M-kJdle 
Temple, Barrialer-at- Law ..... Net 5/- 

The Legal Aspect of Commerce. 

By A. ScHOU'’iEiJ>, M.Com., A.C.I.8. . . Net 7/6 

The Law Relating to Trade Customs, Marks, 
Secrets, Restraints, Agencies, Etc., Etc. 

By Lawrence Duckworth, Barrisler-at- Law . Net 1/3 

The Law Relating to Secret Commissions and 
Bribes (Christmas Boxes, Gratuities, 

Tips, Etc.). 

By Albert Crew, Barrlater-at- Law. With American 
Notes by Morten Q. Macdonald, LL.B. . Net 10/6 

The Law Relating to the Carriage by Land of 
Passengers, Animals, and Goods. 

By S. W. CiARKB, of ike Middle Temple, Barrister- 
at-Law ........ Net 7/6 

The Law Relating to the Child ; Its Protection, 
Education, and Employment. 

By R. W. Holland, O.B.B., M.A., M.Sc., LL.D. Net 5/- 

Wills, Executors and Trustees. 

By J. A. Slater, B.A., LL.B. (Lond.) . . Net 2/6 

TRANSPORT 

Industrial Traffic Management. % , 

By G. B. Lissenden Net 21/- 

How to Send Goods by Road, Rail, and Sea. 

By G. B. Lissenden Net 2/- 

Motor Road Transport for Commercial 
Purposes. 

By J. PimmiORB Net 12/6 

The History and Economics of Transport. • 

By A. W. ‘Kirkaijiy, M.A., B.Litt., M.Oom., .and 
A. D. Evans Net 15/- 
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PITMAN’S 

* - 

COM^ION COMMODITIES AND INDUSTRIES 
SERIES 


In each volume of this series a particular product or industry is 
treated by an export writer and prael ical man of business in an 
interesting non-to(;liuical style. Beginning with the life history 
of the plant, or other natural product, he follows its development 
until it becomes a commercial commodity, and so on through 
the various phases of its sale in the market and its iiurchaso 
by the consumer. Industries are treated in a similar manner, 
so that these books form ideal introductions to the particular 
industries with which they deal. 

In crown 8vo, about 150 i>p., including many illustrations, and, 
where nei'cssary, a map and diagrams. 3s. net. 


Tea. 

X By A. Ibbetson. 

y 

By B. Keable, 

Sug^. 

By Geo. MAimNP:ATT, C.B. 

Oils. 

By C. Ainsworth Mitch eel. 

Wheat and Its Products. 

By Andrew Millab. 

Rubber. 

By C. Bea-Dlb and H. P. 
STE^^^Ns, M.A., Ph.D., F.r.C. 
Iron and Steel. 

By C. Hood. 

Copper. 

By H. K. Picard. 

Coal. 

By Francis H. Wilson, 
M.Ipst.M.E. 

Timber. 

By W. Bullock. 

Cotton. 

By R. J. Peake. 

Silk. 

By Luther Hooper. 

Wool. 

By J. A. Hunter. 

Linen. • 

By Alfred S. Moore. 

Tobacco. . * ' 

By A. E, Tanner. 


Leather. 

By K. J. Adcock. 

Clays and Clay Products. 

By Alfred B. Searlb. 

Paper. 

By Harbv a. Maddox. 

Soap. 

By William H. Simmons, B.So. 
(Lend.), F.C.S. 

Glass and Glass Making. 

By P, Marson. 

Gums and Resins. 

By Ernest J. Parry, B.Sc., 
F.LC., F.C.S. 

The Boot and Shoe Industry. 

By J. S. Harding. 

The Motor Industry. 

By Horace Wyatt, B.A. 

Gas and Gas Making. 

By W. H. Y. Werber, C.E. 

Furniture. 

By H. E. Binstead. 

Coal Tar. 

By A. R. Warnes, F.C.S., 

A. l.Mech.E. , 

Petroleum. 

By A. Ltdoett. 

Salt! 

By A. F, Calvert, F.C.S. 

Zinc and Its Alldys. 

By T. E. Lonbs, M.A., LL.D., 

B. Sc. • 
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Common Commodities Series— Contd 


Knitted Fabrics. * 

By John CiiAMruEitLAiN and 
James H. Quiltek. 

Cordage and Cordage Hemp and 
Fibres. 

By T. WooDHOiTSE and P. 
Kilooue. 

Carpets. 

By R. S, Brinton. 

Asbestos. 

By A. L. Summers. 
Photography. 

By W. Gamble, F.R.P.S. 
Acids, Alkalis, and Salts. 

By G. H. J. Adlam, M.A., B.Sc. 

Silver. 

By B. White. 

Electricity. 

By K. E. Neale, B.Sc. (lions.). 
Butter and Cheese. 

By C. W. Walker Tisdale 
and Jean Joni-^s 
Paints and Varnishes. 

By A. S. Jr?:NNiNas, F.l.B.D. 
Aluminium. 

By G. Mortimer, M. Inst. Met. 

Gold. 

By B. White. 

Stones and Quarries. 

By J. Allen Howe, O.B.E., 
B.Sc., M.I.M.M. 

Lead. 

By J. A. Saiythe, Ph.D,, D.Sc. 
The Clothing Industry. 

By B. W. Poole, M.U.K.A. 
Modern Explosives. 

By S. I, Levy, B.A., B.Sc., 
F.I.C. 

The British Corn Trade. 

By A. Barker. 

Engraving. 

By T. W. Lascelles- 

Telegraphy, Telephony, and 
Wireless. 

By JosEFH Poole, A.M.I.E.E. 
The Raw Materials of Perfumery. 

By Ernest J. Parry, B.Sc. 
Cold Storage and Ice Making. 

By B. H. Spriugbtt. 

The Electric Lamp Industry. 

By G. Abncliffb Peecival. 


Gloves and the Glove Tr^de. 

By B. E. Klus. 

The Jute Industry. 

By T. WooDHOUSE and P. 
Kiloour. 

The Film Lidustry. 

By Davidson Bouqhey. 

The Cycle Industry. 

By W. F. Grew. 

Drugs in Commerce. 

By J. HuMriiUEY, Ph.C,, 
F’.J.I. 

Cotton Spinning. 

By A. S. Wade. 

Sulphur. 

By ii. A. Auden, D.Sc. 
Ironfounding. 

By B. WlItTELEY. 

Textile Bleaching. 

By Alec. B. Steven. 

Alcohol. 

By C. SlMMONDS. 

Internal Combustion Engiif.‘3. 

By J. Okill, M.LA.E. 

Hat^. 

By H. Inwauds. 

Velvet. 

By J. II. Cooke, 

Dyeing of Fabrics. 

By A . J. Hall. 

Concrete. 

By W. Noble Twelvetbees, 
M.r.M.K., A.M.I.E.E. 

Wine and the Wine Trade. 

By ANDBft L. Simon. 

Wall Paper. 

By G, Whiteley Ward, 

Sponges. 

By E. J. J. Cress wEfeL. 6 
Clocks and Watches. 

By G. L. Overton. 
Incandescent Lighting. 

By S. I. Levy, B.A., B.Sc. 
Oil for Power Purposes. 

By Sidney H. North. 

The Fishing Industry. 

By Dr. W. E. Gisps. 

Starch and Starch ProducU. 

By H. A. Auden, 1|,Sc., F.C.S. 
Talking Machines. 

By Ogilvie Mitchell. 
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FOREIGN LANGUAGES 


FRENCH 

PWCE 

Progressive French Grammar. 

By Dr. F. A. Hedocock, M.A., D.te.L. Part I, 

3/6 Net. Part II, 3/- Net . . Complete Net 5/6 

Commercial French Grammar. 

By P. W. M. Draper, M.A., B.Jss.L. . . .Net 2/6 

French'English and English-Frcnch Com- 
mercial Dictionary. 

By P. W. Smith ...... Net 7/6 

Commercial Correspondence in French, Net 3/6 
GERMAN 

A New German Grammar. 

By J. Keegan, M.A. Net 5/6 

CoiiiHifercial German-Grammar. 

By*. BiTnELT., M.A. Net 3/6 

German-English and English-German Com- 
mercial Dictionary. 

By J. BmiELi., M.A. ..... Net 10/6 
Commercial Correspondence in German. Net 8/6 

SPANISH 

Spanish Commercial Grammar. 

By 0. A. Tousdano Net 4/0 

Spanish -English and English -Spanish Com- 
mercial Dictionary. 

By^G. il. Maodonai.d ..... Not 15/- 

Manual of Spanish Commercial Correspon- 
dence. 

By G. R. Macdonald Net 4/6 

ITALIAN 

Italian Commercial Grammar. 

By iMTiai Ricci ^ . Net 4/- 

Mercantife Correspondence, English-Italian. 

• ^ Net 5/- 


23 



PORTUGUESE 


< « PRICK 

Practical Portuguese Grammar. Net 7/6 

Mercantile Correspondence, English-Portu- 

guese. Net 3/6 

PITMAN’S SHORTHAND 

Pitman’s Shorthand holds the world’s record 
for speed and accuracy 

Fop Complete List of Text-books, Phrase Books, 

Dictation Books, Beading Books, etc., see Pitman’s 
“ Sjiohtiiaj?3> and Typewriting Catalogue.” 

Pitman’s Shorthand Instructor. 5/- 

Pitman’s Shorthand Commercial Course. 5/- 

Pitman’s Shorthand Rapid Course. 5/- 

English and Shorthand Dictionary. 10/-^ 

Shorthand Dictionary. ‘ ^ '7/6 

Shorthand Clerk’s Guide. 

By V. B. CoTj^iNflE, A.0.I.8 Net 2/6 

Progressive Dictator. 2/6 

Phonographic Phrase Book. Paper 1/6, doth 2/- 

TYPEWRITING 

Pitman’s Typewriter Manual. 6/- 

A New Course in Typewriting. 

By Mrs. SMrrH-CTX)UGH, J?.Inc.S.T. . . . Net 2/6 

Exercises and Tests in Typewriting. 4/- 

Practical Course in Touch Typewriting, k 

By O. E. Smith 2/6 

Dictionary of Typewriting. 

By H. Etheridge Net 7/6 

Mechanical Devices of the Typewriter. 

By R. T. Nicholson, M.A. . . . . Net 6/- 

The Work and Management of a Copying 

Office. Net 10/6 

Complde List poal free on application. ' • ' 

'■ I- - - " -Ti ■ i - Tl 

Sir Isaac Pitman & Sons, Ltd,, Parker St., Eingsway, London, W.C.2 

Printed in Doth, JSngland^ by Sit Isaac Pitman A Song^ Ltd, 
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